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THE LADY DRANK COFFEE THIS MORNING... 





.. . 97% of all 
American families 
drink coffee atbreak- 
fast EVERY morning 

. at lunch and 
dinner, too! 


COFFEE DRINKERS USING SILEX 
GLASS COFFEE MAKERS 
ARE IMPORTANT LOAD-BUILDERS! 


The coffee drinking habit can build your 
load ... if you use Genuine SILEX! Every SILEX 
placed on your line adds 87 K.W.H. to your 
load... only a roaster adds more! 

And women want Genuine SILEX! Only 17% 
of the families in the United States had glass 
coffee makers in 1940... sales are estimated 
23% higher in 1941! 

Genuine SILEX is a load-builder .. . feature 
SILEX in your promotions and displays... and 
watch your load climb! 

%* Trade mark registered 


THE SILEX COMPANY, HARTFORD, CONN. 


Push <4. €& XM and watch your load climb 
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BARBER 


—The First Name in Gas 


BURNERS 


No matter what glittering generalities you hear about 
advanced design and operating principles in gas burner 
equipment—remember that until somebody equals Barber’s 
unique combustion principle, BARBER is still FIRST. 
When better burners are built—Barber will build them! 


Nearly 200 nationally known makers of appliances have adopted 
Barber Units as standard for their products. On natural, manufac- 
red, Butane, or bottled gas, Barber gives you top performance at 
he heart of the appliance—the burner. Barber Burners develop a 
aximum (1900°) flame temperature on atmospheric pressure. 
Whether for conversion purposes in furnaces and boilers, or as stand- 
d equipment in any gas fired appliance, gas companies know be- 
ond question that Barber is the name of a dependable burner. 


Standard Conversion Models 
me in 8 sizes for round grates 
to 34” in diameter. There is 
0 a wide range of sizes for 
ong grates. All burners easily 
i correctly adjustable to grate 
hensions. Listed in A. G. A. Ce SE eS 
ectory of Approved Appli- 
es. Ask for Catalog and Price 
t on Conversion Burners for 
races and Boilers, Burner 
its for Gas Appliances, and 
Pressure Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBER&SZZS BURNERS” e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Gives you a 
portable work bench- 


New RIED 
Tri-Stand Vise 


Feceneis mame ; “\y remarkable work - saver, 
ply ay Reese on this new RIFAID Tri- 
ee — iy Stand really gives you 
. R = 0 m : a complete work bench, 
quickly set up where the 
work is. Its hinged legs 
fold in and chain for easy 
carrying. Nothing stingy 
about it— wide roomy 
tray for dope pot and oil 
can, special rim and slots 
for holding tools, a pipe 
rest and 3 benders that 
won't collapse pipe. 
© Red finish Screw-down feet and ceiling 
yoke vise of 4 brace, but it’s well balanced to 
oe f — ae prevent tipping. For an unu- 
highest qnaii- Vie sually handy tool and more for 
ty tool-steel : your money...buy the new 
no-mar jaws. he RIGBID Tri-Stand at your 
or si? Supply House. ... THE RIDGE 
ao TOOL Co., ELYRIA, OHIO 


f 
a as Cote?) 


Per 
PO et) 





LEAL PIPE TOOLS 
In use all over the world 
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ress the Ides of March,” that pro- 
phetic warning which Shakespeare put 
into the mouth of one of his characters in 
Julius Caesar, might be well paraphrased, 
“Beware the whole month of April,” as far as 
more recent history is concerned. 


It was in the month of April that the United 
States got into the first World War in 1917. 
And Washington commentators fear that the 
current month of April will see the United 
States quite far along the road to a second 
World War in this Year of Grace, 1941. The 
Yugoslavs and the Greeks will probably 
never have to be reminded about what hap- 
pened in April, 1941. For that matter, April 
has always been a favorite month for new 
aggressive action, not only with Hitler’s Ger- 
many but even under the former German 
military leadership of Kaiser Wilhelm and of 
Prince Bismarck. 


PERHAPS it is simply because the springlike 
weather of the month of April not only re- 
leases the congealed spirit of Mother Nature 
but also thaws frozen human miseries and 
the pent-up discontents of winter. Right here 
in the United States, in our own field of pub- 
lic utility regulation, April, 1941, is likely to 


FERGUS J. MCDIARMID 


Cutting down private as well as public debt 
has its advantages. 


(See Pace 515) 
APR. 24, 1941 


HERBERT COREY 


Actions speak louder than words when it 
comes to supplying defense needs. 


(SEE Pace 527) 


be long remembered as the month during 
which the SEC “Blitz” on the holding com- 
panies really got under way. Some holding 
company systems have given virtual notice that 
they will resist, in the courts, the enforce- 
ment of the integration provisions of the Hold- 
ing Company Act as construed in the pre- 
liminary outlines of the SEC tentative orders. 
Others have indicated that they will follow 
a policy of appeasement, for the present at 
least. 


¥ 


HATEVER the final outcome, there can be 

no doubt that the completion of the SEC 
integration program will depend to a large 
extent on the attitude of the investing public 
towards utility common stocks in the immedi- 
ate future. If the investors take kindly to new 
common stock offerings by utilities, it may be 
possible to effect the transition of a number 
of holding company units from centralized to 
local control painlessly. But if a sudden and 
widespread flood of utility offerings develops 
a buyer’s market of such a temper as to em- 
barrass utility financing during this critical 
emergency, the SEC (as well as the holding 
companies and a lot of people in Europe) may 
have cause to look back on April, 1941, with 
little enthusiasm. 





MUKE LLEUINIL NEA! 


re our power 


PRODUCTION 


t look oles iia CHROM ALOK 


ELECTRIC HEATING UNITS 
did for our production!” 


Industry is hungry for new production ideas—partic- 
ularly if they can be applied quickly and easily. It’s 
your chance to build load with electric heat. 

Take the shop that wants to expand, but has limited 


uring 


com- - ya os boiler capacity ... Or finds it expensive to operate a 
Iding boiler plant in summer merely to supply processing 
= steam... Or wishes to install a new, better plastic 
lold- ee molding process requiring higher temperature than 
pre- their present heating method will supply . . . Or desires 
ders. simply to relocate some department using heat, to 


ne streamline their production... Chromalox electric 
heating units are the simple answer to all these and 

many more situations, and Chromalox engineers will 

“WIRED HEAT” cooperate with you in developing this valuable func- 

TO THE RESCUE tion of electric power among your industrial customers. 

This cleaning tank was easily shifted Available in units of all required types for any 
to a more desirable location without industrial heating need to 1000 deg. F. Fully described 


making steam connections. Two : . 
Cheannibeicsaaaiads dazu aiina hidans in the Chromalox Book of Electric Heat, on request. 


f 2%4-kw. h furnish th ded 
heed ‘Wiley SHUI nelle EDW IN L. wi EGA N i) COM PA N Y 
few minutes. 7500 THOMAS BLVD. . PITTSBURGH, PA. 
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PAGES WITH THE 


BEcAUSE of the importance of common stock 
financing, the leading article in this issue, by 
Fercus J. McD1arMin, assumes a most timely 
character. Mr. McDrarmip, who is at present 
assistant manager of the investment research 
department of the Lincoln National Life In- 
surance Company at Fort Wayne, Indiana, 
has achieved an enviable reputation among 
our readers for his careful, candid, and forth- 
right appraisals of utility financial practice. 


¥ 


HE attitude of labor, whether organized 

or unorganized, towards the question of 
public ownership of utilities has always been 
either vague or very much in the state of flux. 
Perhaps it might be fairer to say that it has 
not been very carefully analyzed and therefore 
has often been misunderstood. Back in the 
days of World War I, private management of 
the American railroads received much com- 
fort and support in their fight to recover con- 
trol of the lines, then under Federal operation, 
from the strong railroad brotherhoods and 
other labor leaders, such as the late Samuel 
Gompers, grand old man of the AFL. 


More recently the drive to socialize the elec- 
tric power industry has seen much support 
thrown on the left side of the question by 
labor leaders. Yet the coal miners oppose Fed- 
eral hydroelectric developments and the rail- 
road workers have questioned the wisdom of 
such waterway improvements as the St. Law- 
rence seaway proposal. 


PerHaAps the reason for labor’s apparent 
leaning towards public ownership in some 
cases has been due to general left-wing asso- 
ciation. In other words, the same leaders whom 
we have come to regard as friends of and 
spokesmen for organized labor are also gen- 
erally disposed towards socialism, at least in 
the milder forms. But it does not necessarily 
follow that organized labor as a whole is in- 
variably in favor of public ownership of pub- 
lic utilities, regardless of a contrary impres- 
sion one might obtain from ‘reading labor 
periodicals. 


Wuat does the laboring man want? ALFRED 
M. Cooper, who has had actual experience on 
both sides of this utility question, tells us that 
the working man is primarily interested in a 
reasonably secure tenure of office, good wages 
and other working conditions, and an oppor- 
tunity for advancement. And if he can get 
these benefits he isn’t particular about where 
they come from. 


FURTHERMORE, if private management can 
assure utility workers of such benefits, they 
will be on the side of private management in 
fair weather and foul. This, says Mr. Cooper, 
in his article in this issue, is perhaps the real 
secret of establishing a strong political position 
for a privately owned utility company. 


_ INCIDENTALLY, proposed legal restrictions 
imposed on the right of employees of publicly 
owned utilities to strike, or otherwise exercise 
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EDITORS (Continued) 


ALFRED M. COOPER 


Employee loyalty is a stout anchor in public 
ownership storms. 


(SEE Pace 537) 


prerogatives of collective bargaining, must be 
causing quite a bit of serious thinking on this 
subject in organized labor circles. A brief dis- 
cussion of this is reflected in the review item 
on page 558, 


Mr. Cooper, who is a frequent contributor 
to business periodicals, is at present a resident 
of Banning, California. Until recently he was 
educational director in the Los Angeles De- 
partment of Water and Power. 


¥ 


ERBERT CorEY, whose article on the avail- 
H ability of electric power reserves under 
the stress of the defense demand begins on 
page 527, is a Washington journalist and au- 
thor who frequently appears in these pages. 


¥ 


ge the important decisions preprinted in 
the back of this number, may be found 
the following: 


THE jurisdiction of the National Labor Re- 
lations Board over a telephone company en- 
gaged mainly in the transmission of intrastate 
communication over lines lying wholly within 
the limits of one state, but effecting the trans- 
mission of interstate messages by connecting 
its lines to those of an interstate telephone 
company, is discussed by the United States 
Circuit Court of Appeals. (See page 235.) 
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HERE’S ONE WAY TO... 






























AILURE to produce letters, orders, requisitions, contracts on the exact 

day they are wanted frequently leads to serious consequences. The 
embarrassment frequently leads to the file department. Avoid the risk 
by using Remington Rand Follow-Up Folders. 

Remington Rand Follow-Up Folders have a visible margin 
filing edge protected by a tube of transparent cellu- 
loid through which a date scale shows. A 
brightly colored signal over the ‘‘due 
date’’ flashes the date when it's time 
to “‘deliver the goods!”” |t can't be 
forgotten! 


FREE CATALOG 


Write or phone today for your free copy of 
“THE OFFICE MANUAL OF BETTER FILING 
Suppies.”” A full chapter, completely illus- 
trated, shows the methods hundreds of con- 
cerns have adopted to accurately control 
filing functions. 
















Remington Rand Inc. 


BUFFALO, NEW YORK 
BRANCHES IN ALL PRINCIPAL CITIES 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Vulcan unit makes notable 

4 year record in latest design, 

twin farnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 















































can unit in twin-furnace Foster Wheeler steam 
nerator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 

... This despite unusual problems presented by 
vel boiler and furnace design. 

... As the drawing shows it was impracticable to 
stall soot blowers from the front of the boiler as the 
hace construction precluded installation of con- 
tional type of elements and bearings to provide 
cessary protection and support. 

... Hence, entry was made at the back necessitating 
irying the elements a distance of about 26 ft., through 
aes and boiler tube banks to the super- 
ater. 


.++ Passage through high temperature, intermediate 
perature and relatively low temperature zones, 
8 the factor of exceptional length, greatly compli- 
ed the problems of securing adequate thermal pro- 

ion, dependable support, and at the same time 
vide for expansion and contraction without danger 
cutting tubes. 


Solution was found by. using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

. .- Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Irrigation is the new frontier.” 


¥ 


“We fight for free speech, and we do not use it 
enough.” 


¥ 


“Every closed defense plant is a covert threat to our 
national security.” 


¥ 


“If a democracy cannot function without administrative 
absolutism, it is fated to turn into an autocracy.” 


¥ 


“Despite uncertainties and critical situations, the im- 
pulse to recovery in our economic order seems irresistible.” 


¥ 


“No ‘aggressor’ nation ever planned more carefully to 
subjugate a people than the power socialization group in 
this nation is planning to subjugate a heretofore free pri- 
vate enterprise [private utilities], now operating under 
state and Federal regulation.” 


¥ 


“The defense emergency requires putting every ounce 
of our energy and every dollar of our revenues into 
preparation to deal with our enemies and our debts, Not 
a single skilled laborer or an hour’s time of managerial 
or engineering skill should be wasted in the St. Lawrence 
river.” 


¥ 


“There is no evidence that the necessity for priorities 
in transportation will arise. Not only the railroads but 
other forms of transportation are handling all the business 
offered them and competition is keen. Priorities should 
be used only when necessary for transportation or for 
anything else.” 


¥ 


“We cannot tax to the point of destruction and spend 
to the point of bankruptcy and still pose as an ideal for 
all democracies. We cannot have millions unemployed 
and at the same time discourage initiative and individual 
industry by taxation and regulation, and expect the 
world to applaud.” 


12 
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Today’s 
Production 





ontrol 
Figures 







inder As the nation quickens its production, fewer minutes 


can be spared in obtaining statistics upon which to 
base vital decisions . . . fewer minutes can be wasted 
tracing stock and parts... fewer minutes can be used pa 
up in looking for clerical errors in budgets, specifica- Yours for the Asking 
tions, estimates and commitments. 


New and Timely 
information on These 
Subjects Now Available 
yunce 
into 
. Not 
i Today’s Burroughs machines provide essential records MATERIAL CONTROL 
and prompt control figures in less time, with less COST RECORDS . 
effort, and at less cost. PAYROLL RECORDS 


Burroughs representatives offer their experience and EARNINGS CALCULATION 
technical knowledge of machines, applications and AND ACCRUAL . . . 
procedures in solving a specific problem. Investigate— PURCHASE AND PAYMENT 
call Burroughs today. There’s no obligation to you. RECORDS . 


XPENSE TION 
BURROUGHS ADDING MACHINE COMPANY EXne DETRBUTO 
6047 Second Avenue, Detroit, Michigan STATISTICS . . 


BUDGETARY CONTROL. 


Jodays mine 
Burroughs es 


DOES THE WORK IN LESS TIME + WITH LESS EFFORT + AT LESS COST 
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“The time seems ripe for the appearance of a trans. 
portation Moses to lead both the railroads and the trucks 
out of the wilderness of rate chaos.” 


¥ 


“We must apply ourselves to our task with the same 
resolution, the same sense of urgency, the same spirit of 
patriotism and sacrifice as we would show were we at 
war.” 


¥ 


“If we cannot build guns and tanks and planes to de- 
fend ourselves except at the cost of abandoning our demo- 
cratic concepts and our civil liberties, then we shall have 
utterly failed to save democracy itself.” 


¥ 


“If there are any lingering doubts about FM being 
viewed as radio’s newest bonanza one has only to scan 
the New York scene. Saturation is evident even before 
the new commercial radio medium gets under way.” 


¥ 


“The American railroads today not only are transport- 
ing more freight in each train than ever before, but they 
are doing it at an average speed of approximately 62 
per cent higher than twenty years ago and with an effic- 
iency in fuel never before surpassed.” 


¥ 


“The entire trend of legislative, administrative, and 
judicial rulings recently has been to bring more and more 
of local industry and commerce . . . under the laws affect- 
ing interstate commerce, thereby reversing a half-century 
of judicial reasoning.” 


¥ 


“The question which confronts the American business 
man now is whether . . . when the present emergency is 
over, corporation securities are going to be held predomi- 
nantly by the American private investor or by agencies 
of the United States government.” 


¥ 


“The Constitution protects our freedom of speech, our 
religion, the right of assembly, the freedom of the press. 
But it does not and cannot protect the nation from its 
own ignorance or lack of intelligent self-interest in the 
conduct of its affairs.” 


¥ 


“Don’t believe that the [St. Lawrence] seaway will 
ruin the railroads. It is the same thing they said about the 
Panama canal. Yet, during the period 1916 to 1930 when 
traffic on the Panama canal was growing from 3,000,000 
to 30,000,000 tons a year, the transcontinental railroads 
showed a gain in revenue and were among the country’s 


” 


most prosperous carriers... . 











tr, ‘ans- 
trucks 


efore 


~ 


ASSEMBLY n2226 MAIN Bus 


pisc. SWS 





METAL ENCLOSED BUS 


R&IE bus provides individual housings 
for each conductor with air space be- 
tween-thus preventing interphase shorts 
and limiting any trouble to ground faults. 
The air space also promotes cooling. 


R&IE bus provides ample strength to 
resist short circuit stresses. These 
stresses are taken by the mounting 
frames in which the insulators are sub- 
jected to compression loading only. 


R&IE bus covers are housings only and 


not strength members. These housings 
can be gasketed to keep out dirt and 
moisture. 


R&IE bus can be mounted on floor, wall, 
or ceiling and is readily fitted to a struct- 
ural steel mounting. 


R&IE bus can be installed, aligned, 
adjusted and tested, and then the hous- 
ings put on. Conversely the housings 
can be taken off for inspection by re- 
moving a minimum number of bolts. 


R&IE bus can compete in price and in 
low cost of erection with any other type 
of bus structure and also give the above 
distinct advantages. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA. . . In Canada, Eastern Power Devices, Lid., Toronte 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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DAVEY TREE TRIMMING SERVICE 


1846 1923 
JOHN DAVEY 
Founder of Tree Surgery 


Davey Service Pleases 


@ Low Unit Costs 

e Availability Everywhere 
e Hand-picked Men 

© Constant Supervision 

@ Reliability 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 











DAVEY TREE SERVICE 

















Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all whe 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 


Munsey Bldg. Washington, D. C. 








Make Your 
Research Department 
NATION-WIDEIN SCOPE! 


Acting as a supplement to the 
utility’s own research depart- 
ment, E.T.L. stands fully pre- 
pared to test new equipment 
against specifications either at 
the Laboratories, at the factory, 
or in field surveys. 


To do this, E.T.L. maintains a 
corps of specially trained in- 
spectors with testing equipment 
stationed at strategic points over 
the entire country ... ready at 
a moment’s notice to conduct 
tests and give detailed reports 
on new equipment .. . before 
shipment is made. 


Why not take advantage of 
E.T.L.’s wide experience in the 
testing field ... and make your 
own research department nation- 
wide in scope? 


Know by Test! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 793th Street 


New York. N. Y. 
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sue Dig G-cyiunaer Iu 
{8 Diesel TracTracTor 
; equipped with bullgrader 
This crawier’s 6-spee 
= transmission permits ad- 
justing tractor speed to 
the load for maximum 
efficiency on the job. 


About Tractor Operation? Choose an 


INTERNATIONAL DIESEL! 


IF YOU’RE HARD-BOILED about 
tractor operation, International Diesel 
TracTracTors are your logical choice. 
Here are four husky crawlers that take 
the toughest construction and mainte- 
nance jobs in stride .. . built from the 
ground up to weather the stresses and 
strains of heavy construction work. And 
through it all they keep costs low. 


Turn your tough jobs over to Interna- 
tional TracTracTors. See the nearby In- 
ternational Industrial Power dealer or 
Company-owned branch for details. Ask 
for a demonstration. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL HARVESTER 
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Need for 
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CRESCENT 
CABLES 


VARNISHED CAMBRIC CABLE 
RUBBER POWER CABLE 
SIGNAL CABLES e CONTROL CABLES 
BUILDING WIRE and CABLE 


NY 


Ilinois 


to meet A.S.T.M., A.R.A., |.P.C.E.A., N.E.M.A., and all Rail- 


All types of Building Wire and all kinds of Special Cables 
R road, Government and Utility Companies’ Specifications. 


isl 
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Wage-Hou 


Manual 
1941 Edition 


oe 
SpoRERe 

Nac 
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Don’t get into a jam with the wage and 
25,000 C.P. 7 p hour inspectors. Today there are seven 
2,500 Ft. Beam : times as many field men as a year ago, 
12 A.H.—4 Volt They are looking for errors in record 
Horney keeping, for violations of minimum-wages, 
Battery Life ae >s overtime, unnecessary exemptions, 


——— 


Inspectors report that most employers 
Wheat Spotlight mean to comply, that the tremendous 
number of violations are the result of in. 


bb a5 accurate information. Be certain that you 

A MUST on the are right, that you have the correct and 
latest regulations and interpretations, 

Wage and Hour Manual (1941 Edition) 


a 
National Defense is just coming off the press. It goes into 
every regional office of the Wage and 
Hour Division. This Manual is so well 


Program "= organized, so complete and thorough that 


it is used by the Division in training 
Complete Protection of 
Public Utility Plants 


In carrying out this important 
task and for all emergencies 


new inspectors. 
Widely Used 
Already over 4000 corporations have 
ordered this new, up-to-date summary of 
all phases of wage and hour regulations. 


and routine work specify Over 300 specific questions are of: 


ficially answered, can save you much em- 


W fis E A T barrassment and explanation. 


Rechargeable Spotlight seneeessuscees) Send for your copy today sss 
for watchmen, maintenance and Bureau of National Affairs, Inc. 
repair crews. Carried by hand 2225 M Street, N. W., Washington, D. C. 


or shoulder strap. Flood light Send me the 1941 Edition of Wage and Hour 
reflector available. Write for Manual at $5.00 


folder and prices. ( ) $5.00 is enclosed. Or (  ) Send C.OD. 
and I'll pay the few extra cents collection 


KOEHLER MANUFACTURING CO. ||: °"* 


Marlboro, Mass. 
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‘League Boots for Your 
feport Operations / 


ility routines that lagged now seem to take wings 
ith Ditto. It’s the same as hiring extra help, without 
e cost! 

Because of new lightning-fast automatic electric 
d, new long runs, and new all-over brightness of 
pies, the Ditto D-44 is speeding whole opera- 
pns—releasing executives and workers alike for 
ore important duties. 

Without type, stencil or ink it makes 300 and more 
ight copies of anything written, typed or drawn 
. rate schedules; operating and progress reports; 
becifications, engineering drawings; service, factory 
hd work orders; forms, and the like . . . 70 copies 
minute, in one to four colors at once, 6c for the 
st 100, 3c thereafter. Originals can be used repeti- 
iely—excellent for accumulative reports. 

Make your department more effective—get the whole 
ty of public utility performance on gelatine or 
quid Ditto duplicators. Use coupon for free idea- 
poklet, “Copies, Their Place in Business.” No obli- 
tions! 


RINGS AMAZING SPEED, ACCURACY TO 
PUBLIC UTILITY ROUTINES 


Get free idea booklet! 


DITTO, Inc. 
631 So. Oakley Blvd., Chicago, Ill. 
Gentlemen: 


Send me copy of your book, “Copies, * 


Their Place in Business.” No obligation, 


Company 


Address 


WN 


aes 
5 nani 





INAL inspection, before CSP 

Transformers face a direct stroke of 
lightning in Westinghouse tests. No 
other laboratory simulates service con- 
ditions by this type of high voltage com- 
mercial testing. This Westinghouse op- 
eration pays big dividends to utilities 
through better lightning protection. 
Similar production-line testing facilities 
are utilized in inspection of other West- 
inghouse power distribution equipment 
such as meters, arresters and cutouts, 
boosters and insulators to help you keep 
your station and line maintenance at a ° 4PParatu, 
minimum and assure uninterrupted ser- 
vice to your consumers. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, PA 


Westinghouse 


ELECTRICAL PARTNER OF CENTRAL STATION INDUSTRY 
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Let’s be 
Suggestive 


Y ES, let’s both be suggestive . . . in a nice way of course. We 


want to sell store fronts, and you wish to sell illumination for 





store exteriors. We will both get farther if we both suggest com- 
plete exterior remodeling, with exterior illumination. 


It works this way. For our part, the sale of a store front usually 
means much greater illuminated areas—signs, vestibules, pilasters 
and piers—novel uses of light and glass to attract attention—for we 
know a well lighted front will be most effective. 


On the other hand, it is to your advantage to suggest a new front, 
for that will give you more to work with .. . more to illuminate 
successfully . . . more possibility of an increased load. 


It’s only logical, then, for those interested in selling increased 
illumination to suggest a new store front, and for those interested in 
selling store fronts to suggest and incorporate in their recommenda- 
tions a greater use of light. 


When you think of store fronts, think of “Pittsburgh” Pittco 
Store Fronts . . . the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PUTSBURGH stand for Duality Glass and rind 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; ete. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 


mentals. 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric System 
Distribution to Serve the Loa 
The Distribution Division 
Generation of Electricity 
Fundamentals of. the Electric 
Circuit 
Inductance and Related Charac- 
teristics ; 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
@ Current Interrupting 
Equipment 
® Voltage Protection — 
Lightning—Grounding 
Street Lighting Circuits 
Mechanical Principles 
in Distribution 
Economic Principles in 
Distribution 
Measures of Service 








Send check, money-order or cash to 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 
WASHINGTON, D. C. 
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Things sure do move when 


CHEVROLET TRUCKS 


go to work 





They have EXTRA horsepower...EXTRA pulling 
power... EXTRA earning power 


There’s a lot of work to be done in 
this country this year—more material 
to be moved, and moved fast; more 
goods to be delivered, and delivered on 
schedule; more supplies to be hauled, 
and hauled promptly. 


It’s a year for heavy duty trucks with 
extra power—and that makes it a year 
for Chevrolets, because they are the 
most powerful trucks in the low-price 
field. 


There are full 90 horsepower and the 
tremendous pulling power of 174 foot- 
pounds of torque in Chevrolet’s Stand- 
ard engine. If you need more, there 
are 93 horsepower and 192 foot-pounds 
of torque—extraordinary pulling 
power for extraordinary duty—in the 
special heavy duty ‘‘Load-Master’”’ 
engine, optional at a small additiona 
charge. 

Be ready for peak loads—with the 
trucks that can carry them. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation 


DETROIT, 


. OUT-VALUE.. 


OUT-PULL. 


MICHIGAN 


. OUT-SELL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly April 24, 1941 





Customer Usage Data 
© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & § Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered wa the adding machine keyboard. A tape is 
prepared of all ‘items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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A GREAT MOVEMENT 
IN YOUR INTEREST 


Initiated by Robertshaw, 
carried on eagerly by America’s most influential kitchen group! 


Robertshaw has pioneered again, created a complete Educational 
HEAT CONTROL! Service which enables home economics teachers, home demon- 
Complete controlef = stration agents and home service directors to portray graphically 
both fuel and temper- c : 7 
ature in onediall One | the importance of measured heat in cooking. 
motion turns the gas Already, right at the start, over 7000 home economists have 
or electricity on, dials _ ‘ J 
the desired heat.One  SWungintoaction—and moreare enrolling every day. Their knowl- 
motion turns the oven edge and enthusiasm will inspire homemakers everywhere, will 
fuel supply off, re- s 1 i 
tums setting to zero. give a great stimulus to the ever-increasing demand for better 
Provided only by ranges—Robertshaw-equipped. 


Robertshaw 
ROBERTSHAW THERMOSTAT COMPANY, Youngwood, Pe. 


lie OY 


pele o 


ROBERTSHAW 


cnr Som 
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STATE AND FEDERAL 


REGULATION 
OF 
PUBLIC UTILITIES 


Now Available 


A Volume Containing the Entire 1940 Convention Proceedings 


of the 
NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


Including round-table discussions and reports on the following subjects: 


Utility Regulation and National Defense—Coordination of Federal and 
State Regulation of Motor Carriers—Methods of Shortening Rate 
Cases and Costs Thereof—Telephone Regulation—Financing 
the Utility Property Account—Valuation—Uniform Motor 
Freight and Rail Classification 
These and others 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1940 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Utility Regulation and National Defense 

Report of Committee on Corporate Finance 

Methods for Shortening Rate Cases and For Reducing the Cost Thereof 

Interpretations of Uniform System of Accounts for Electric Utilities, E-3 

Interpretations of Uniform System of Accounts for Gas Utilities, G-3 

Interpretations of Uniform System of Accounts for Telephone Utilities, T-2 

Interpretations of Uniform System of Accounts for Water Utilities, W-3 

Statement Relating to Original Cost and Reclassification of Utility Plant Pursuant to the 
Provisions of Uniform Systems of Accounts for Electric, Gas and Water Utilities.. 1.00 

Rules Governing the Preservation of Records of Electric Utilities i 

Report of Special Committee on Uniform Motor Freight and Railroad Classification 

Report of Special Committee on Uniform Service Company Contract 

Report of Committee on Valuation 

Report of Special Committee on Developments in Regulatory Law 1 

Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 
Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 























Public Utilities Fortnightly 











From the Early Period \ 
of the Telegraph tothe present 
remarkable development in the field of Electrci 


KERITE 





has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wis?eéa72 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. STH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Lid. 
Monts 


ERECTORS OF TRANSMISSION LINES 
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THE BATTERY’S JOB IS MIGHTY IMPORTANT HERE 


Ne flying—especially in murky weather— 
would be practically impossible if it were 
not for the protection of the radio beam and two- 
way radio communication. 


Exide Batteries on many transport and private 
planes are a source of power not only for the radio 
and blind-flying instruments, but for cabin, navi- 
gation, and landing lights as well. 


The dependability of the Exide Battery is tradi- 
tional. Not only does it meet the exacting demands 
of those who fly, but the equally stiff requirements 
of railroads, utilities, mining, transportation and 
manufacturing companies. No matter for what 
purposes your own organization uses storage bat- 
teries, it can specify Exides, secure in the knowl- 
edge that these batteries will render the same effi- 
cient, satisfactory and economical service that 
characterizes their performance in every field of 

5 storage battery usefulness. 


ORK THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
ES Exide Batteries of Canada, Limited, Toronto 
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garsnenee METER CO. 


PITTSBURGH EQUITA ve: 
—_ METER DIVI 


y 
9g 
based on the or anization, ood will and assets of 
9g the National Meter Compan 


es 


‘COMPLETE 





HERE has never been available a complete line of liquid meters 

produced by one manufacturer, which covered the entire re- 
quirements of American Industry. Believing that the interests 
of the trade would be more adequately served by having one 
company making a complete line of all types and sizes of meters, 
the Directors of the Pittsburgh Equitable Meter Company have 
purchased the assets of the National Meter Company. 

The National Meter Company, the pioneer domestic water 
meter manufacturer, was organized in 1870, while the Pittsburgh 
Meter Company was founded by George Westinghouse in 1887. 
Each company developed and patented various types of meters 
for diverse uses and to accomplish precision metering under 
many different conditions. Each company has earned an im- 
portant place for itself with municipalities, utilities and industry. 
Although the products have developed along different lines, they 
jointly represent the most complete selection of high grade meters 
ever offered to careful buyers. 

Remarkable advances, made possible through the use of ‘ 
special materials developed by each company, will be available 
in the complete line. Hundreds of thousands of dollars have been 
spent in research work resulting in improved designs, which 
will not only reduce costs for the buyer, but will also guarantee 
more accurate metering than has ever been available at any price. 
In addition to fluid meters, the Pittsburgh Equitable Meter Com- 
pany manufactures a complete line of gas meters for handling 
natural and manufactured gas, sewage gas and practically all of 
the gases used for industrial purposes. 

For the first time in history, manufacturers, municipalities 
and the utilities will be able to secure accurate meters for practi- 
cally any liquid or gas from one company, which maintains offices 
and warehouses throughout the country and has sales and engi- 
neering contacts throughout the world. This company has already 
been called upon to play a very important part in the National 
Defense Program and has made large deliveries to the United 
States Army and Navy. 

We pledge to our customers the best efforts of this organi- 
zation to produce better meters and better values, based on en- 
larged facilities, increased production and continuous research. 


W. F. ROCKWELL, PRESIDENT 
PittspuRGH EQuiTABLE METER COMPANY 


NASH TYPE L. H. 


ARCTIC-TROPIC 
COMPOUND ARCTIC -TROPIC EMPIRE COMPOUND 








PITTSBURGH EQUITABLE ai COMPANY 


MERCO NORDSTROM VALVE 
NEWYORK BUFFALO PHILADELPHIA < DES MOINES CHICAGO COLUMBIA 
We ces 


KANSAS CITY TULSA LoSANGELES 4/7 /AiN 3URGH, PA MEMPHIS OAKLAND OUSTON 
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Mercoid Controls have done such a good job for so many exacting users of con- 
trols, that they do not hesitate to pass on the good word. 

The nation’s problem of speeding up defense measures is a task for American industry. The 
responsibilities are many. Safety requirements involving automatic control of temperature, pres- 
sure, low water, liquid level or electrically operated mechanism, are important problems in them- 
selves which need critical attention. 

Proper heating is also a vital problem for industry. Mercoid Controls are particularly adapt- 
able to all automatic heating and unit heater requirements. 

Mercoid Controls are built to give lasting and trouble-free service, and that’s good news when 
time is at a premium. Bear in mind that all Mercoid Controls are equipped with dust-proof and 
corrosion-proof hermetically sealed mercury switches. This assures added protection and long life. 


UNIT HEATER CONTROLS 





LOW VOLTAGE — LINE VOLTAGE 


~ 


Mercoid Type H Mercoid Type V Mercoid Type 115W Mercoid Type 855 Mercoid Fig. 34 
SENSATHERM TRANSFORMER-RELAY IMMERSATHERM THERMOSTAT RISERTHERM 


Send for new Mercoid catalog now available. You will need it for the information it contains. 


THE MERCOID CORPORATION * 4233 BELMONT AVE. * CHICAGO, ILL. 





ough furbin 


for power plant auxiliary drive 


... built by ELLIOT 


iott 2000-hp. 
Iti-stage non- 
densing extrac- 
turbine driving 
piler-feed pump. 


oft 390-hp. 
yle-stage ture 
driving tank 


H-645a 





-_ 


AN Elliott turbine built to meet your heat 
balance and efficiency requirements, wil 
also have that rugged toughness which is 
“Characteristically Elliott,” and which 
means sure dependability. 


The size range of auxiliary drives—up 
to several thousand horsepower—is just 
where we have specialized for many 
years. In it we have accumulated valuable 
experience and have built an excellent 
reputation. Let us show you. 


ELLIOTT COMPANY 


Steam Turbine Department 


JEANNETTE, PA. (0 


District Offices in Principal Cities 


-LLIOTT 
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9 American Gas Fy lea starts Hotel, Restaurant, and Commercial Sales conference, 
Chicago, Iil., 





{ Missouri Asso. of Public Utilities ends session, Excelsior Springs, Mo., 1941. 
qi Illuminating Eng. Soc., Pacific Div., starts meeting, San Francisco, Cal., 1941. 





{ National Electrical Manufacturers Association will hold spring meeting, Hot ®@ 
Springs, Va., May 11-15, 1941. 





J Society of Automotive Engineers will hold National Production meeting, Milwaukee, 
Wis., May 12, 13, 1941. 





+> aed Utilities Association begins convention, Hot Springs National Park, Ark., 





4] United States Independent Telephone Asso. opens meeting, Chicago, Iil., 1941. 
¥ Chamber of Commerce of the U. S. convenes, Washington, DD; Ge 1941, 





{ American Institute of Electrical Engineers, Northeastern District, will start meeting, 
Rochester, N. Y., A 





ev MAY e 





q Southeastern Electric Exchange starts annual conference, Augusta, Ga., 1941. 





q Pennsylvania Gas Association will hold convention, Skytop, Pa., May 12-14, 1941. 








National Fire Protection Association will hold annual meeting, Toronto, Canada, 
May 12-17, 1941. 





q Pennsylvania Independent Telephone Association will hold meeting, Altoona, e) 
Pa., May 15-17, 1941. 





Y American Gas Association, Natural Gas Section, starts convention, Dallas, Tex., 1941. 





q Pacific Coast Electrical Association will hold meeting, Coronado, Cal., May 21-24, 1941. 














q Indiana Telephone Association starts convention, Indianapolis, Ind., 1941. 





From a painting by Preston Dickinson ste flujwer, 


Industry 


From the Collection of Whitney Museum, N.Y. 
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Common Stock Financing 
For the 


Utilities 


Its advantages discussed by the author who points 

to evils which, he says, arise when the great bulk 

of contributed capital is represented by bonds and 
nonvoting preferred stock. 


By FERGUS J. McDIARMID 


Y electric bill for the month of 
December was a couple of dol- 
lars higher than it had ever 

been before. My first reaction was one 
of resentment against the electric com- 
pany. However, a little calm recollec- 
tion recalled the string of lights on the 
evergreen tree outside which had 
burned during the long evenings of the 
Christmas season and also some very 
strenuous running of electric trains. 
But suppose that I had been unable 
to reason the-matter out thus philo- 
sophically. Suppose that I really had 
become convinced that the electric 


515 


company was taking too much of my 
money. In such case it would have 
been highly comforting to one of Cale- 
donian instincts to be able to scrape to- 
gether a few hundred dollars and buy 
some shares of common stock of the 
local electric company. Then if the bills 
were too high it would be possible to 
get a refund in the form of generous 
dividends. 

However, you can’t do that in our 
town because this stock is all owned by 
a holding company. Also you can’t do 
it if you live in Pittsburgh or St. Louis 
or Houston or the great majority of 
APR. 24, 1941 
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other cities and towns up and down this 
country. I refer, of course, to the com- 
mon stock, the kind that pays big divi- 
dends when earnings are high and 
which invariably exercises voting con- 
trol. 


B actual count there are hardly 
over a dozen major electric utili- 
ties in the entire country whose com- 
mon stock is available for purchase by 
their own customers. 

This does not seem to be a very 
happy state of affairs. For one thing 
it is the result of a system of financing 
which seems undemocratic. It may 
seem like an overworking of the word 
“democracy” to refer to it in connec- 
tion with matters of finance, but a brief 
review of certain important phases of 
history will show that this is not the 
case. It is not without significance that 
our basic financial mechanisms came 
into being in that golden age of demo- 
cratic political growth which, begin- 
ning with the American Revolution, 
witnessed the French Revolution and 
the liberation of Latin America and 
later saw the extension of the franchise 
in Great Britain as a result of the Re- 
form Bill of 1832. The trend of these 
times was reflected in the development 
of the joint stock company in which 
those who subscribed to the stock had a 
voice and a right to vote in proportion 
to the number of their shares. Those 
who paid the piper had the right to call 
the tune. Thus was the idea of political 
democracy reflected in the realm of 
finance. The idea of funded debt and 
nonvoting preferred stock came later. 
It was not until the period following 
the Civil War that the idea of the cor- 
porate bond issue was fully developed 
in America. 


WwW" this historical background in 
mind, the development of a sys- 
tem of finance in which the greater 
part of the invested capital has no ac- 
tual or theoretical voice in the manage- 
ment seems to be a retrogression. Such 
a situation arises when the great bulk 
of the contributed capital is represented 
by bonds and nonvoting preferred 
stock, and the common stock which ex- 
ercises full control is a relatively unim- 
portant layer at the bottom of the 
capital structure. This situation is en- 
countered all too frequently in the util- 
ity industry. In this industry there are 
cases on record where the common 
stock stands for no net investment 
whatsoever. 

However, the extreme limit of this 
undemocratic trend is represented by 
the holding company, through which 
device the investing public is denied 
the right to own the voting shares of 
operating utilities which serve them. 
In order that these operating public 
utilities should continue to exist as a 
prosperous private industry it seems 
highly important that the bottom layer 
of their capital structures, the layer 
that gets hurt first in case of an un- 
favorable earnings trend, should be 
held as widely as possible by the public 
whom they serve. This is the most ob- 
vious way that a visible community of 
interest may be established between the 
utilities and the public. To give a citi- 
zen a chance to purchase the stock of 
a holding company hardly serves the 
purpose, for reasons which will be de- 
veloped later. 


W ™ then, is the correct capitali- 
zation for a public utility com- 
pany? How much of it should be in the 
form of mortgage bonds and how 
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much in common stock? Do debenture 
bonds or preferred stock have a place? 
Does the holding company belong in 
the picture any longer? These are con- 
troversial matters, intensely debated in 
recent years. Therefore, instead of 
tackling them directly it would perhaps 
be well to provide some guiding back- 
ground material by undertaking a brief 
survey of the capital structure of 
American industry as a whole. 

The writer recently completed such 
a survey. It had to do with the capi- 
talization of 344 major companies, 
other than utilities and railroads, be- 
longing to 24 important divisions of 
American industry and commerce. The 
group was quite large enough to be 
representative. Its total stated capital 
including surplus totaled over $23,- 
000,000,000, or $67,000,000 per com- 
pany included in the study. It embraced 
a large part of the total manufacturing 
industry of America, including the 
great majority of the larger units of 
that industry. 

Of the stated capital of these 344 
leading companies less than 11 per cent 
was represented by funded debt at the 
end of 1939. Considerably less than 
one-third of the companies had any 
funded debt at all. Whole divisions of 
industry seem to have taken to heart 
the Shakespearean adage: 


Neither a borrower nor a lender be, 

For loan oft loses both itself and friend 

And borrowing dulls the edge of hus- 
bandry. 


HIs is notably true of the great 
automobile and electrical manu- 
facturing industries and the rapidly 
expanding chemical industry, which 
are largely free from debt. Such varied 
industries as producers of nonferrous 
metals and their products, makers of 
agricultural machinery and tractors, 
and retail stores including chains had 
less than 5 per cent of their capital in 
funded debt. Most heavily bonded in- 
dustries were meat packing, rubber 
products, and motion pictures, each 
with close to 25 per cent of their capital 
in bonds. The great steel industry was 
21 per cent bonded and the greater oil 
industry 13 per cent. 
For those who like their information 
in capsule form, a summary of this sur- 
vey is as follows: 


Capitalization of 344 Major Companies 
As of December 31, 1939 
(Millions $) 
Funded debt 2,462 10.7% 
Preferred stock 2,733 11.8 
Common stock and surplus. .17,890 77.5% 


Total capitalization 23,085 
Companies with funded debt 
Companies with preferred stock 
Total number of companies 


This information seems to indicate 
a very great preference on the part of 


e 


part of the total capital structure. To get right down to brass 


q “... the common stock should represent a really substantial 


tacks it would seem that as this proportion falls below 50 


per cent the common stock rapidly loses its investment 


status. 


...A not too idealistic objective in this imperfect 


world would be 40 per cent of bonds and preferred and 60 
per. cent of common. Such a set-up would not be too severe 
as compared with the capitalization of other expanding 


American industries.” 
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American industrial management for 
equity as opposed to debt financing. 
Even the lowest interest rates in his- 
tory have not been able to tempt it into 
debt. Does this material, however, 
provide a suitable yardstick with which 
to prescribe the proper capital structure 
for the utility industry? The writer 
feels that to do so would not be entirely 
fair. For one thing, most American 
industries other than the rails and util- 
ities have been financed to a large ex- 
tent by ploughed-back earnings. The 
utility industry, on the other hand, is a 
regulated monopoly with restricted 
earnings. Particularly during periods 
of rapid growth it has had to obtain a 
large part of its capital requirements 
from the investing public. In doing so 
it has had to take into account the pub- 
lic’s preference for type of security. 
i recent years this investing public 
has been represented to an increas- 
ing extent by life insurance companies 
and other financial institutions which 
are largely restricted by law and other 
practical considerations to investment 
in bonds only. The readiness of such 
institutions to buy bonds and their in- 
ability to buy stocks has probably put 


7 


pressure on the utilities to sell the 
former type of securities. Then again 
a regulated monopoly enjoying rela- 
tively stable earnings is probably en- 
titled to have a larger proportion of its 
capital on a fixed interest basis than a 
highly competitive industry subject to 
the full impact of the business cycle. 

Partly at least in defense of the 
policy of issuing bonds rather than 
stocks it has been alleged that utility 
common stocks simply could not be 
marketed on a satisfactory basis under 
recently existing conditions. Such an 
opinion has been expressed in the edi- 
torial columns of financial journals, 
and investment bankers have made it 
their solemn and weighty verdict. One 
has heard this idea expressed so often 
that there is a strong temptation to 
take it for granted without more ado. 
However, in a case like this a little fig- 
uring with a sharp pencil can some- 
times be more enlightening than any 
amount of theorizing. 

What should normally be considered 
a satisfactory and proper selling price 
for the common stock of a utility? If 
this utility can sell a block of its stock, 
which it will carry on its books at a par 
value of $100,000, for enough, or more 


TANGIBLE EQUITY VALUE 


Per Share of Common 


Deprec. 
Equal to 
Reserve 

Cleveland Elec. Illuminating. . ¥ 

Commonwealth Edison 

Consolid. Gas of Baltimore. . 

Detroit Edison 

Hartford Electric 

Pacific Gas & Electric 

Southern Calif. Edison 


*This is the mean value for 1939. The 
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Mkt. Value 
per Share 
—1940 
Deprec. Stated (Mean 
Equalto Value per between 

15% of  Shareof Highand 

Book Common Low) 
$28.7 

26.7 

43.0 
120.0 

33.2 

34.3 

21.5 


market as of March 10, 1941; was 56. 


Par or 
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Amount of Capital in Funded Debt 


6¢ S°cz varied industries as producers of nonferrous metals and thew 

products, makers of agricultural machinery and tractors, and 

retail stores including chains had less than 5 per cent of their capital in 

funded debt. Most heavily bonded industries were meat packing, rubber 

products, and motion pictures, each with close to 25 per cent of their 

capital in bonds. The great steel industry was 21 per cent bonded and the 
greater oil industry 13 per cent.” 





than enough, to purchase a new tur- 
bine costing $100,000, then the utility 
should not have much reason to com- 
plain about the market for its stock. 
Putting the matter a little differently, if 
the existing stock of the utility were to 
sell on the market at a price materially 
greater than the real equity value be- 
hind that stock, then the market would 
seem to be according the stock reason- 
ably generous treatment. 


WwW" this idea in mind we chose a 
group of operating utilities, do- 
ing entirely or very largely an electric 
business, whose common stocks are 


held by the public. As previously 
stated there are not many to choose 
from, especially when one narrows 
down the field of selection to com- 
panies which carry their properties on 
their books at close to original cost. In 
the case of the companies selected, these 
property book values, less than the de- 
preciation reserves, seem to represent 
reasonably conservative valuations of 
the properties. 
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The data in the table outlined on 
page 518 were largely based upon the 
company balance sheets as of the end 
of 1940. 

In compiling this table the tangible 
equity value behind the common stock 
was first computed by subtracting the 
depreciation reserve from the book 
value of the property, excluding any 
known intangibles, and adding the net 
working capital and the carrying value 
of any investments. Since some utili- 
ties have accumulated a depreciation 
reserve On a more generous basis than 
others, a second equity value was ob- 
tained by deducting in each case a de- 
preciation reserve equal to 15 per cent 
of the book values. This was equiva- 
lent to assuming that all of the prop- 
erties were in 85 per cent condition. 
The equity value per share was then 
calculated by simply dividing the total 
by the number of shares. At the time 
of writing, March, 1941, these stocks 
for the most part were selling moder- 
ately lower than the above mean 1940 
market values. 
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HERE are several points developed 

in this table which seem worthy of 
note. For the group as a whole, the 
common stocks seem to have been sell- 
ing in a range which would not pre- 
clude the possibility of further equity 
financing. For the most part the market 
prices of the stocks have tended to run 
somewhat higher than the equity and 
par values. This is less true of the two 
large West coast utilities than of some 
of the others, reflecting possibly the 
earthquake hazard or maybe the “Ham 
and Eggs” hazard. On the other hand 
the stocks of the Baltimore and Hart- 
ford companies have been selling at 
prices which are very high in relation 
to their par and equity values. The 
former is one of the few major Amer- 
ican electric utilities which has been 
financed very largely by common stock. 
The market seems to reflect favorably 
upon this fact. 


_— us now consider the matter to the 
extent of a brief paragraph or two 
from the point of view of the potential 
investor, who is primarily interested in 
income. The 1940 common stock divi- 
dends paid by this group of seven utili- 
ties represented an average return of 
5.84 per cent on the mean market 
values of their stocks in that year. 
These returns varied from 4.4 per cent 
in the case of Hartford Electric and 
4.8 per cent for Consolidated Gas of 
Baltimore up to 7.1 per cent for South- 
ern California Edison. Just by way of 
an interesting comparison the common 
stocks of a group of British electric 
utilities sold at the end of January on 
an average yield basis of 5.37 per cent, 
in spite of the obvious hazards to which 
the properties securing these stocks are 
being subjected. 
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HE dividends on the American 

stocks are quite well protected by 
earnings, for on the average only 78 
per cent of actual earnings were paid 
out in dividends in 1940. The 1940 
dividends paid by these companies rep- 
resent an average rate of return of 
fully 6.2 per cent on their market 
values on March 10th, last. This re- 
turn is over twice that offered on any 
of the long-term mortgage bonds of 
these companies. Considering the fact 
that these bonds have no significant 
provisions for amortization before ma- 
turity, a thought is suggested. Rather 
than purchase the bonds, would not the 
investor who really wants to be con- 
servative fare better by buying the 
stock, accepting say a current rate of 
return of 3 per cent thereon (more than 
the bond rate), and using the balance of 
his income to write down his invest- 
ment? At least it seems an idea worth 
considering. 

It should, of course, be borne in 
mind that these utilities as a group are 
conservatively capitalized, according to 
the standards of the American electric 
utility industry. In other words, there 
is a substantial volume of tangible 
value left over for the common stock 
over and above the amount of the 
senior securities. At the same time the 
figures in the above table do seem to 
indicate rather clearly that an operating 
electric utility can raise capital on a 
favorable basis through the sale of 
common stock providing that its exist- 
ing capital structure is at all reasonable. 

If further proof of this be needed 
there is the case of the Midwestern 
utility all of whose common stock was, 
a short time ago, sold to the public. 
Some of us who had studied this situa- 
tion rather closely were pretty well 
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convinced that this stock had little or 
no tangible backing if the property be 
taken at original cost and if proper de- 
duction were made for accrued ob- 
solescence in some of the steam gen- 
erating equipment. The amount of 
bonds and preferred stock alone 
seemed to represent all the value that 
was there. Any value behind the com- 
mon seemed to be based solely on earn- 
ing power. Yet the investing public 
snapped that common stock up at a 
generous price, thereby exhibiting 
something that might almost be de- 
scribed as anxiety to invest in the com- 
mon stock of operating utilities. Cer- 
tainly this incident seemed to support 
the idea that equity capital might be 
raised if the holding companies were 
willing to share stock control of their 
operating subsidiaries with the invest- 
ing public. 


HAT seem to be some of the real 

barriers to extensive equity 
financing on the part of the utilities? 
To answer this question observe the sit- 
uation with which the would-be inves- 
tor in utility common stocks is faced. 
Except for a very limited number of 
special situations, some of the chief of 
which were referred to above, such an 
investor is restricted to the stocks of 
holding companies. But to the con- 


e 


servative investor, or investment 
analyst, the structure of the typical 
holding company has many of the at- 
tributes of a financial chamber of hor- 
rors. The pyramid of senior securities 
which towers above him layer upon 
layer robs the common stock at the very 
bottom of all true investment status. 

Let us examine this structure from 
the top down. At the very top is a layer 
of operating company mortgage bonds 
which often equals up to 60 per cent or 
even more of the real value in the en- 
tire aggregation. Then there is often a 
layer of operating company debentures 
or bank loans and a heavy cross section 
of preferred stock. Getting down now 
to the securities of the holding com- 
pany itself, we usually find a layer of 
debentures and some preferred stock 
before penetrating to that nethermost 
region in which the interest of the 
holding company common stockholder 
is located. There is often grave doubt 
whether this common stock has any 
real equity behind it if the properties 
forming the basic security be valued at 
their original cost less proper deprecia- 
tion. 

Certainly estimates of the extent 
of this equity cover a very broad range. 
Such stock seems to have more of the 
attributes of a lottery ticket than of a 
sound investment. 


the electric field at least, where a rate of return materially in 


q “In actual practice one frequently encounters situations, in 


excess of 6 per cent, even running as high as 8 or even 9 
per cent, seems to be earned ona sound depreciated value of 
the property. Such a company, tf its rates are out of line with 
comparable rates elsewhere, seems unusually vulnerable to 
rate cuts. Even if these do not materialize, it may be taken 
almost as a certainty that its earnings must suffer greatly 
from rising costs...” 
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HUS it would seem that until in- 
vestors are given an opportunity 

to buy on a much broader scale than at 
present the common stocks of con- 
servatively financed operating com- 
panies, a large section of the utility 
industry will be debarred from obtain- 
ing common stock equity money from 
the investing public. For this Amer- 
ican public in its present mood very 
much prefers to do its gambling at the 
race track. When it sets out to invest 
its hard-earned savings it desires se- 
curity of principal above all else. If 
you don’t believe me observe the run in 
recent years on U. S. Savings Bonds 
and on the investment contracts of life 
insurance companies. People who be- 
have in this way are not likely to put a 
great deal of new money into utility 
stocks until more of these stocks take 
on the character of sound investments. 
What would give such character to 
the stock of a utility? This, of course, 
is a matter upon which opinions may 
vary. However, one cannot act as 
nursemaid to a flock of utility securi- 
ties over a period of years without for- 
mulating some rather definite ideas of 
one’s own on the subject. I have al- 
ready noted the fact that the great ma- 
jority of American industrial stocks 
are preceded by only a very modest 
amount of prior securities. Indeed, the 
intelligent investor in such stocks 
usually is at pains to avoid those shares 
where the overburden of bonds or pre- 
ferred stock is substantial. He is keenly 
aware of the hazard which a large vol- 
ume of such prior securities holds 
toward his own situation. In case of a 
decline in total earnings it exerts a 
powerful leverage to force down the 
income on his common stock holdings 
at a much more rapid rate than the total 
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decline in earnings. Also when earn- 
ings are at a low ebb, the existence of a 
large amount of fixed charges is likely 
to present a threat of insolvency and a 
permanent wiping out of the equity 
owner. It is not, therefore, to be ex- 
pected that the conservative purchaser 
of utility issues would like to buy com- 
mon stocks in situations where the 
amount of prior securities is so great 
as to block out all daylight from above. 


Nn other words, the common stock 
should represent a really substantial 
part of the total capital structure. To 
get right down to brass tacks it would 
seem that as this proportion falls below 
50 per cent the common stock rapidly 
loses its investment status. For ex- 
ample, the writer feels that it would not 
be possible to recommend the invest- 
ment of trust funds such as life insur- 
ance reserves in any utility common 
stock which did not occupy at least the 
lower half of the capital structure, and 
preferably a considerably larger part 
than that. A not too idealistic objec- 
tive in this imperfect world would be 
40 per cent of bonds and preferred and 
60 per cent of common. Such a set-up 
would not be too severe as compared 
with the capitalization of other expand- 
ing American industries. In addition, 
a proper sinking fund in connection 
with the bonds would tend progres- 
sively to increase the equity behind the 
stock. 

Of course, the ideal utility capital 
structure from the point of view 
of the investor in equities as dis- 
tinguished from the speculator therein 
would consist only of common stock. 
That would be the Utopian ideal. It is 
not a matter of record that the King- 
dom of Heaven has any funded debt. 
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Financing of American Industries 


“.. most American industries other than the rails and utilities have 

been financed to a large extent by ploughed-back earnings. The utility 

industry, on the other hand, is a regulated monopoly with restricted 

earnings. Particularly during periods of rapid growth it has had to obtain 

a large part of its capital requirements from the investing public. In 

doing so it has had to take into account the public’s preference for type 
of security.” 





Fyre feature likely to augment 


the investment status of the 
equity securities of a utility is sim- 
plicity in the capital structure. Such 
utilities as Detroit Edison, Hartford 
Electric, and Boston Edison have but 
a single layer of mortgage bonds— 
not too heavy a layer—and all the bal- 
ance is common stock. The terms and 
conditions under which more bonds 
may be issued are fully set forth. The 
holder of the common can figure out 
just where he belongs in the picture 
without subjecting his imagination to 
undue strain. His stock is not backed 
by other pieces of paper, but directly by 
turbines and boilers and transmission 
lines, with only one other set of prior 
claims intervening. There is simply no 
comparison between his position and 
that of the common stockholder of a 
holding company, no matter with what 
degree of skill and judgment the latter 
may have been put together. 
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What position should preferred 
stock hold in this picture? Of course, 
the idea of preferred stock is not in- 
herently bad in itself. In fact, the pre- 
ferred stocks of many successful in- 
dustrial companies which have little or 
no funded debt outstanding, possess 
most of the security of strong bonds. 
It is chiefly when the amount of pre- 
ferred stock is so large that it squeezes 
the common into a small space at the 
bottom of the capital structure, equal 
to only a minor fraction thereof, that 
it becomes harmful. In such instance 
it robs the common stock of its invest- 
ment status. Since the common stock 
forms the layer at the bottom of the 
pyramid, for a stable financial struc- 
ture it should be the largest layer of all. 


is is also no doubt true that in the 
past, large preferred stock issues 
have been used by holding companies 
to maintain control of the common 
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stock of operating companies by means 
of a very small investment—in some 
cases it would seem with no real invest- 
ment at all. In this connection one may 
note that several independent operating 
companies have gotten along without 
the issuance of any preferred, while 
operating companies controlled by the 
holding companies of easier virtue have 
large preferred stock issues outstand- 
ing. In certain cases such preferred 
stock has accumulated large dividend 
arrearages but control still vests in the 
common stock owned by the holding 
company. 

In appraising the investment merit 
of a utility stock there is one other mat- 
ter deserving of consideration. This 
has to do with property backing. When 
one evaluates the stock of an indus- 
trial company, earnings are everything 
and property value is almost meaning- 
less. Even in the case of a utility, prop- 
erty value alone cannot give value if 
earnings are absent. Property value 
may, however, place an upper limit on 
value created by current earnings. 
There are several reasons for taking 
this view. 

In the first place public utilities are 
regulated monopolies and their earn- 
ings are supposed to be limited in 
theory at least to a fair return on a 
fair value of their property. What con- 
stitutes such a fair rate of return? The 
usual answer to this query is 6 per cent, 
which is, however, a holdover from a 
period when money rates were materi- 
ally higher than at present. For today 
many utilities have a large part of their 
investment represented by loan capital 
which bears an interest rate of 34 per 
cent, 3 per cent, or even less. Consider 
the case of a company having 60 per 
cent of its capital structure in the form 
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of bonds bearing a 34 per cent coupon 
rate and the balance in common stock, 
A 6 per cent over-all return in this case 
is equivalent to over 10 per cent on the 
junior 40 per cent of the capital. While 
it is quite true that a sound picture de- 
mands a materially higher return on 
the stock than on the bonds, it is doubt- 
ful if a return over three times as high 
can be justified. 


ie actual practice one frequently en- 
counters situations, in the electric 
field at least, where a rate of return 
materially in excess of 6 per cent, even 
running as high as 8 or even 9 per cent, 
seems to be earned on a sound depreci- 
ated value of the property. Such acom- 
pany, if its rates are out of line with 
comparable rates elsewhere, seems un- 
usually vulnerable to rate cuts. Even if 
these do not materialize, it may be 
taken almost as a certainty that its earn- 
ings must suffer greatly from rising 
costs, including taxes, before it will 
stand much chance of obtaining relief 
through rate increases. Opponents of 
such increase could always point to the 
high rate of return being earned. When 
earnings are thus based upon an exces- 
sive rate of return on the property they 
should probably be discounted some- 
what by the prospective stockholder. 

And there is another reason for pay- 
ing close attention to the matter of 
property value. It has to do with the 
possibility of purchase of private utility 
properties by public authorities. In 
such an event the amount of value 
found to be in the property becomes of 
supreme importance to the common 
stockholder. 

This is a revolutionary period in 
which we are living—revolutionary in 
a political, social, and economic sense. 
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Processes which formerly took place 
slowly are speeded up. It is pretty 
generally recognized that there has 
existed for many years a world-wide 
tendency for public utility enterprises 
to pass to public ownership. Even in 
staid old London, which before the war 
at least was recognized as one of the 
world strongholds of conservatism and 
private enterprise, the plan has been for 
the electric utilities to become publicly 
owned by 1970. 


H™ in the United States public 
ownership has in recent years 
captured extensive and scattered terri- 
tories. Prime example, of course, is the 
Tennessee valley, but a large part of 
the state of Nebraska has recently fol- 
lowed suit, and present indications are 
that an extensive area in the Pacific 
Northwest may also do so. If public 
ownership in these areas can produce a 
reasonable record of operation, to- 
gether with low rates, there will be a 
temptation for other areas to follow. 
Also one cannot lose sight of the fact 
that further demands for socialization 
are likely to be one of the by-products 
of the present world crisis from which 
this country is not likely to escape en- 
tirely. At the same time, the utility 
stockholder can take a good deal of 
comfort from the fact that the private 
owners of utility properties recently 
converted to public ownership have re- 


ceived on the whole rather generous 
prices for their plants. 

To what criterion of value can the 
would-be stockholder turn? Certainly 
the present regulatory trend is strongly 
toward regarding the original cost of a 
property less a reasonable allowance for 
depreciation as representing fair value 
thereof. This basis of valuation has 
been promoted by the Federal Power 
Commission, and state regulatory com- 
missions have followed suit. Those 
utilities which have not yet adjusted the 
book values of their properties to this 
figure, or a close approximation to it, 
are rapidly doing so. Such a value may 
contain reasonable allowance for over- 
heads such as interest during construc- 
tion, but the investor who places much 
confidence in going value as backing 
for his securities may in future find 
himself leaning on a reed. If and when 
the properties of private utilities pass 
to public ownership in future, it seems 
rather likely that they will do so on the 
basis of original cost; that is, unless 
present trends in regulatory thought 
are entirely reversed. 


Ks in so far as earnings alone are 
concerned, the prospective pur- 
chaser of a utility stock will do well to 
make sure that such earnings are not 
inflated by insufficient allowances for 
depreciation. This was more likely to 
have been the case a few years ago than 
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increase in kilowatt-hour sales, healthy increases in gross 


q “THE electric utility industry ... can still point to a rapid 


revenue, and mildly increasing net earnings. If and when 
gross revenue levels off, and net starts to decline, it will no 
longer be possible to sell equities to the public. The amount of 
time remaining to the industry to put its financial house fully 
in order may be less than one would like to imagine.” 
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at present. It may be of interest to note 
that those steam-electric utilities which 
set the standards for the industry 
charge annual depreciation at the rate 
of from 23 to 23 per cent of the value of 
their tangible property. Companies 
with a considerable amount of hydro 
property charge considerably less. 

No discussion of the subject in hand 
would be complete in these times with- 
out some reference to taxation policy. 
I refer particularly to Federal income 
taxes on earnings. As matters now 
stand these now greatly favor the utility 
which is heavily bonded. Consider the 
case of three hypothetical utilities. Each 
is earning a return before interest and 
income taxes of 6 per cent on its total 
capital. The first is unbonded; the 
second has 40 per cent of its capital 
represented by 34 per cent bonds; and 
the third has outstanding 5 per cent 
bonds equal to 75 per cent of its capital. 
Under the present scale of income tax 
levies the first will pay Uncle Sam 24 
per cent of its earnings, the second 16.8 
per cent, and the last only 9 per cent. 
With the increase in such taxes almost 
sure to take place, these differences will 
be accentuated. 

This distinction of the tax collector 
between bonds and stocks, both of 
which represent long-term capital and 
not working funds, seems entirely arti- 
ficial. Also it puts a premium on un- 
sound finance. It seems hardly neces- 
sary to guild the primrose path. 


it is probably true that the least satis- 
factory phase of the American 
utility industry in the past has been its 
financing. Many properties have been 
much too heavily bonded and most 
utility bonds have been issued to run 
for long periods of years without any 
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adequate provision for their systematic 
retirement. In many cases the common 
stock even of operating companies 
represents such a small layer at the bot- 
tom of the capital structure that it lacks 
investment as distinguished from 
speculative merit. Through the owner- 
ship of such small layers of common 
stock holding companies have con- 
trolled large quantities of other people's 
money, and have foisted upon an in- 
dustry essentially local in its character- 
istics a large degree of highly central. 
ized control. Finally, these holding 
companies have become a log jam 
which blocks the flow of equity capital 
from the investing public into a large 
part of the utility industry. 

I do not mean to infer that utility 
managements are to blame for all of 
this. It was not so long ago that most 
utility securities were considered as be- 
ing of somewhat below real investment 
status. The writer was recently told a 
little story by a bond salesman which 
vividly illustrates the point. It seems 
that this gentleman back in the middle 
twenties had the job of arranging for 
the delivery of a large block of utility 
bonds to the treasurer of a large finan- 
cial institution. These bonds were about 
as high grade as the utility industry had 
to offer at that time. Yet the investment 
official accepted the bonds with a good 
deal of misgivings. They were the first 
utility bonds which he had purchased 
for his company, which at that time had 
many million dollars worth of railroad 
bonds in its vaults. At that time utility 
bonds were not considered sufficiently 
seasoned, while the bonds of railroads, 
even then in the Indian summer of 
their prosperity, were looked upon as 
being top grade. And that was just a 
scant decade and a half ago. 
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COMMON STOCK FINANCING FOR THE UTILITIES 


§° here was an industry growing 
rapidly and in great need of capi- 
ta. To obtain this was a difficult job. 
Is it any wonder, therefore, that the 
ideal type of security was not always 
sued, and that a considerable amount 
of financial jerrybuilding took place? 
During the past decade this situation 
has been partially corrected. In spite of 
agreat deal of growth, both in business 
done and in the physical investment, 
the funded debt of the utilities has re- 
mained practically unchanged. For the 
continuance and acceleration of this 
trend it is necessary that the flow of 


sumed. Because the more important di- 
visions of the utility industry are still 
growing, they should still be able to 
sell stock. 

The electric utility industry, for ex- 
ample, can still point to a rapid increase 
in kilowatt-hour sales, healthy in- 
creases in gross revenue, and mildly in- 
creasing net earnings. If and when 
gross revenue levels off, and net starts 
to decline, it will no longer be possible 
to sell equities to the public. The 
amount of time remaining to the in- 
dustry to put its financial house fully 
in order may be less than one would 


equity money into the industry be re- like to imagine. 





Public Utility Contretemps in Manhattan 


M*: Elinore Herrick, the regional director of the NLRB, spent a 
week in the hospital recently. Her doctor said she wasn’t too il 
to work, so she undertook to clean up some unfinished business by tele- 
phone. Her first attempt to telephone, however, merely brought the 
head nurse and an interne with a sleeping powder. The switchboard 
girl had, very properly, reported that room 652 had gone nuts and was 
trying to call up Governor Lehman. 
a a 


After the oral proceedings that followed a minor bumping between 
a Fifth avenue bus and a taxicab on a recent damp evening, the bus- 
driver hopped back into his seat and started off without the conductor, 
who was still outside having a few last words with the hackman. A 
lady passenger toward the rear of the vehicle noticed this, or at any 
rate as the bus bowled uptown she noticed that the conductor, legging 
it heavily along the sidewalk, exerted himself further to bob his head 
occasionally and wave an arm at her. She realized what the situation 
was but seemed to be under a spell, unable to do anything about it. 
After six blocks a red light stopped the bus and the conductor got 
aboard, his chest heaving heavily. He gave the female passenger a long, 
reproachful look. “Lady,” he said, “you make me sick!” 

—Excerpts from The New Yorker. 
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They'll Produce the Juice 


The utilities are coming through on the defense 
job, although, declares the author, they 
are not talking about it 


By HERBERT COREY 
I ASKED the man who more than any 


other in the United States knows 
the part being played by the utili- 
ties in the national defense program: 

“Tell me just what is being done. 
Give me figures. Talk in kilowatt 
hours. Let the Pustic UTILiTIEs 
FORTNIGHTLY go to the people with 
the story of the job the utilities are be- 
ing asked to do and how they are doing 
ad 

He said, “Nix.” 

He said the utilities did not want to 
get their enemies all stirred up again. 
The utilities wanted to get on with the 
work and provide national industry 
with the juice it needs and furnish the 
power that will start a million factory 
wheels turning. They only want not to 
be interfered with. He spoke of the 
men who have been lamming so con- 
stantly at the utilities during the past 
few years as “they.” 

“If they thought we were bragging,” 
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he said, “they’d come down on our 
necks like a thousand of brick.” 

Which is one heck of a situation. We 
are in a war. Slice it any way you 
please and we are still in a war. Presi- 
dent Roosevelt’s recent speeches make 
that clear to the most obtuse. Be- 
fore this reaches print we may have 
started shooting. Authority—any Gen- 
eral of the Army, any Admiral of the 
Navy, any business man of the OPM 
or the NDAC or any of the other al- 
phabetical omelets in Washington, any 
man in the State Department who will 
come out from behind his big desk. 
Without the utilities our defense effort 
would be as militarily feeble as a 
shrimp. Yet the utility enemies are 
still on their heels. They do not talk 
any more of “reform.” Their talk is 
all of “licking the utilities.” In order 
to lick the utilities they would be 
willing to let our defense effort slack 
and sag. 
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HE utilities refuse to fight back. 
At least that is the way the situa- 
tion looks to me. 

They are not the only industry con- 
tent to keep its chin covered. As this 
is being written the Guffey Coal Bill 
was up for reénactment by Congress. 
Any coal man will tell you that this is 
the kinkiest piece of legislation ever 
thought up. To fix the price of a ton 
of coal, something like 500,000 differ- 
ent factors must be taken into account. 
By the time they have been cooked, two 
years have passed and conditions have 
changed and the price as determined by 
Harold Ickes’ astrologers may have 
nothing to do with reality. If the 
reader doubts this statement he should 
ask the first buyer of coal in quantities. 
Or a mine operator. Any such man will 
say 

“The Guffey Act is an infernal nui- 
sance and increases the cost of coal to 
the consumer.” 

Any such man will say more and say 
it profanely if he is assured of protec- 
tion. But he will not come out in the 
open and say it aloud, any more than a 
utility leader will tell about the good 
work the utilities are doing. The coal 
buyers are afraid of enemies in the 
government. I know a man who is on 
intimate terms with many of the big 
coal buyers, such as utility managers 
and industry managers and railroad 
managers and the like. They com- 
plained to him, in private, behind 
closed doors, hands cupped to mouths, 
that the Guffey coal law is what I have 
already said it is. 

“Why don’t you come out in the 
open,” he asked, “and tell the country? 
The people. want to give everyone a 
fair deal. If they know what is going 
on they will help.” 
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HE coal buyers and the coal haul- 

ers said “no” in a whisper that 
would shake the Washington monu- 
ment. 

“You do not understand,” they mur- 
mured at him. They murmured pas- 
sionately, like lovers who feared their 
girls were two-timing them. They said 
there are so many ways that govern- 
ment can get back at them if they 
opened up and told what is being done 
to them. Some of them had contracts 
with the government and they were 
afraid of losing profits. They said that 
government could make a lot of trouble 
for men or firms or corporations who 
resisted the Omnipotent Will. They 
would not fight back. 

“You do not understand,” they re- 
peated. 

“The hell I do not understand,” said 
the man. “You’re afraid.” 

So that is one reason why the real 
facts of the utility part in the defense 
program cannot be told with figures. 
But to be frank about it there is an- 
other reason. Any figures given out to- 
day would not be worth a 1922 crystal 
set by tomorrow. They are changing 
too fast. The production of current is 
being boosted at an absolutely unprece- 
dented rate. But so are the demands on 
the utilities for more current. I can say 
that 

“The expansion of utility capacity in 
response to the combined demands for 
war and peace needs is magnificent. 
The utilities themselves could not have 
foreseen it. 

“Any failure to expand to an even 
greater productive capacity is due to 
causes not only beyond their power to 
control, but beyond the power of the 
United States government itself.” 

And all that would be true. 
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UT it cannot be said with certainty 
that the utilities will be equal to 
tomorrow’s demands. No one knows 
what tomorrow’s demands will be. 
American industry is making good as 
no other nation’s industry has ever 
made good. Pay no attention to the 
folks who tell you it is doing no such 
thing. Plenty of them will tell you pre- 
cisely that. The other day I talked with 
an ace journalist not long returned 
from England. He said he was ap- 
palled at the weakness of our effort. 
Important men in the government, he 
said, were terribly fearful. He har- 
vested all this gloom from government 
men for he had not been out to see for 
himself. Our people, he said, were too 
complacent. They were refusing to get 
all nervous and jittery. It is obvious to 
anyone familiar with the Washington 
scene that this bone shaking by gov- 
ernment is due to two reasons: 

Government wants to get industry 
frightened in the belief that by so do- 
ing the rate of production can be in- 
creased. 

If industry is blamed for an alleged 
failure, attention will be directed away 
from the faults of the government- 
knows-all bloc that has been trying to 
run industry in this country for the 
past eight years. 

The fact is that industry is doing a 
fine job. That is not to say that produc- 
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tion is up to what is desired right now. 
It never will be. If the plan works out 
to make this country the arsenal for all 
the so-called democracies—perhaps in- 
cluding Russia—production can never 
catch up with demand. There are not 
and there never will be enough manu- 
factories in this country to furnish 
guns and planes and trucks enough for 
all the so-called democracies that 
might be allowed to buy on tick. The 
only limit is the ability of the American 
taxpayer to foot the bills. But the pro- 
duction totals are abreast of the pos- 
sibilities. They would be ahead of the 
possibilities if the politicians at Wash- 
ington had been competent. 


ees, pazienza, as our Italian 
friends say. Presently we will get 
back to the utilities. 

Twenty-odd years ago we had a 
workout in war. We thought we had 
learned something about getting ready 
for the next war. The Army and Navy 
made lists of the materials they would 
need and got into touch with manu fac- 
turers and dished out a few “educa- 
tional orders” so the manufacturers 
could tool up and rehearse in the work 
of production. But we were not really 
interested in war in this country, al- 
though we may be interested forever 
after. The Navy was toned down to 
half of what it had been and the Army 


thought we had learned something about getting ready for 


sensi years ago we had a workout in war. We 


the next war. The Army and Navy made lists of the ma- 
terials they would need and got into touch with manufac- 
turers and dished out a few ‘educational orders’ so the manu- 
facturers could tool up and rehearse in the work of produc- 
tion. But we were not really interested in war in this country, 
although we may be interested forever after.” 
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was starved down to police force size. 
But we had the plans. The theory was 
that when and if we were again en- 
dangered the plans could be dusted off 
and put into operation. There were 
completed drafts of the necessary leg- 
islation pigeonholed in the War and 
Navy departments. All ready to be sent 
to Congress for action. If today’s gov- 
ernmental ballyhoo is based on fact, the 
day of danger dawned several years 
ago. No one in government believed it. 
Nothing was done. 

Then government became terribly 
alarmed. Almost overnight. 

Billions were appropriated. But the 
plans were thrown away. The one-boss 
set-up of Bernard Baruch’s 1918 op- 
erations was discarded. Government 
threshed and floundered. No need of 
recapitulating what happened and what 
did not happen. It is all fresh in mem- 
ory. 

But orders did go out to industry, 
and industry began to produce, largely 
because British orders had softened the 
ground, just as they did in 1917 and 
1918. Industry was called on to go 
from a peace-time production to a war- 
time production almost overnight. And 
it did it. 

“American industry,” said Under- 
Secretary of War Patterson, a hard- 
headed little man who won medals for 
courage in combat in France, and gave 
up a lifetime position on the Federal 
bench to take a post with the War De- 
partment that might end tomorrow, 
“will do in two years what it took Ger- 
man industry seven years to accom- 
plish and England four years to do.” 


Wi we are getting to the utilities. 
Everyone knows that new fac- 
tories are being built and old factories 
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expanded. Without electric current 
not a wheel would turn. Some of the 
new factories have their own electric 
plants, of course. Others will get juice 
from the government-owned hydro- 
electric plants. They furnish a needed 
element of humor in a situation other- 
wise grim. They were not needed 
when the government put millions of 
taxpayer money into them. They had 
no markets, generally speaking. The 
first and probably the best of the lot is 
the TVA, and it had to smash-grab 
control of the privately owned Com- 
monwealth & Southern to sell its out- 
put. It has been proven and is being 
proven over again each day that mod- 
ern steam plants can furnish electric 
current more cheaply and conveniently 
than hydroelectric plants. No one, with 
the possible exception of Harold Ickes, 
would question that statement. (Just 
as an aside, the drouth in the TVA 
country has sadly interfered with TVA 
operations recently, as well as with 
other hydro plants.) But in the fervor 
of the fight against the utilities the 
great dams at Bonneville and Coulee 
were built ‘“‘at a distance from raw ma- 
terials or possible markets” as authori- 
ties have said over and over. “The 
dams were white elephants. No busi- 
ness man would have built them. The 
same money put into steam plants 
near materials and markets would have 
made profits.” 


HEN the war threat came and the 

current at Bonneville and Coulee 
became valuable, and the utilities may 
laugh that off if they can. It was the 
sort of thing guarded against in insur- 
ance policies under the head of Acts of 
God and the Public Enemy. But there 
was still a tremendous demand for 
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Demands for More Electricity 


6 gt Rives production of current is being boosted at an absolutely un- 

precedented rate. But so are the demands on the utilities for 

more current. ... But it cannot be said with certainty that the utilities 

will be equal to tomorrow's demands. No one knows what tomorrow’s 

demands will be. American industry is making good as no other nation’s 
industry has ever made good.” 





electrical current which only the utili- 
ties could fill. They had seen ahead far 
more competently than the govern- 
ment. At a time when, according to 
the statement of Governor Phil La 
Follette of Wisconsin, President 
Roosevelt laughed off the idea that war 
was possible in Europe, the utilities 
were building. Some of them feared 
that war might come, with its abnormal 
demands; some believed that a peace- 
time prosperity might make calls on 
them; and some of them played safe 
and expanded as defenses against the 
men in the government who so hate 
utilities. The graphs show that every 
probable demand was guarded against 
by building. And here’s a funny fact: 

The graphs show that in the first 
World War no exorbitant demand for 
current was made on the utilities. 
There are various reasons for this. 
Many of the manufacturers merely 
substituted war production for peace 


production. The people toned down 
their demands and what had been ne- 
cessities became luxuries. In the boom 
days that followed the end of the war 
the graphs shot up in the air like Cur- 
tis fighters. Then the depression came 
along and the graphs straightened out 
again. After that period of leveling the 
accumulated needs of a rich country 
began to be felt. Business began to 
show some signs of staunchness. The 
line of utility potential-capacity began 
to mount again. The danger of war 
became more pronounced and building 
increased. Now that capacity graph 
mounts at a 90-degree angle. 


N°? figures are to be had. Even if 
they were made public today they 
would not be dependable tomorrow. 
But the broad statement may be made 
that utility capacity is equal to every 
demand of the day and that building is 
going ahead as rapidly as is humanly 
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possible. If the utilities can get the tur- 
bines they will be abreast of every pos- 
sible need tomorrow. 

But there’s the hitch. 

The utilities cannot get the turbines. 

They foresaw the needs for turbines 
when government did not. This is 
quite natural and commonplace, of 
course, and no reference would be 
made to it except that every now and 
then an Isador Lubin steams out of the 
statistical bushes to state that Govern- 
ment knows all and cannot be prevented 
from telling Industry how to handle its 
affairs. Mr. Lubin, of course, is merely 
a symbol of his bureaucratic class. 
Some of his cobureaucrats are inten- 
tionally offensive and some are earnest 
and some are very fine men who are not 
angry at anyone and are honestly try- 
ing to find a way out of our national 
troubles without setting up kommissars 
and gauleiters. The utilities made con- 
tracts with turbine manufacturers for 
future delivery months ago. They did 
not want large steel turbines cumbering 
their grounds until they were ready to 
set them up. 


B Beier came the war alarm and the 
government needed turbines and, 
of course, had the first call on the tur- 
bines the manufacturers were making. 

Then came the strikes and interfered 
with the making of turbines. 

Then came the dislocation of busi- 
ness due to the emergency demands. 
This is to be taken as quite normal in 
an abnormal situation. Our national 
industry had been geared to peace in- 
stead of war. We had no Krupps or 
Skodas or Schneider-Creusot works 
and our government arsenals were 
hangovers from the Indian wars and 
government’s plans were governed 
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largely by the emotional content of the 
government men who made them. One 
company was asked by one set of gov- 
ernment men to invest $10,000,000 in 
a new plant on the promise that if the 
emergency really developed its product 
would be needed and that in any case it 
would get a reasonable amount of busi- 
ness. That was a practical proposition 
and the investment was made and the 
company is getting the business. An- 
other company felt the government 
heat from a different set of men. Gov- 
ernment often pulls two ways. Or even 
three. 

“You must build another plant,” said 
the government. 

“We do not need it,” said the com- 
pany. “Take our word for it. We 
know our business. You say you must 
depend on us for certain deliveries at 
certain times. We promise you we can 
make those deliveries without building 
a new plant.” 

“No, no, no,” said the government, 
jumping up and down. “Build.” 


S° the company put $25,000,000 in 
a new plant and at last accounts 
had received no orders. Orders will be 
forthcoming, of course. Such inci- 
dents merely go to show that pro- 
ficiency in operating an industry is 
gained on the spot and not in govern- 
ment offices to which professional 
statisticians have access. If govern- 
ment had had a coherent plan, such as 
the plan Bernard Baruch worked out 
twenty-three years ago, and had given 
orders to industry on the lines of that 
plan, much of the business dislocation 
could have been avoided. But on the 
basis of having no plan Government 
has been undertaking to tell Industry 
what to do. All this will be worked out 
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in time, of course. Fortunately, our 
own national emergency is not yet 
acute. So far from acute, in fact, that 
the government has been seriously urg- 
ing the St. Lawrence seaway and power 
plan, in face of the admitted fact that 
neither seaway nor power could get into 
operation short of five years. Not even 
the gloomiest prophet believes the war 
can last for five years. 

To return once again to the electric 
utilities. 


HIS country has today more elec- 

tric generating capacity than have 
England, France, and Germany com- 
bined. Almost all of the generating 
plants are modern. Broadly speaking, 
not a single one is outdated. In spite of 
the furious battle which has been 
waged against the utilities during the 
past few years, the utility chiefs have 
gone on expanding. They have man- 
aged to find money in the markets at a 
time when government has been trying 
its best to seize control. The plants are 
connected by nearly 300,000 miles of 
transmission lines that have lighted 
and powered practically every cross- 
roads in a sprawling country. The gov- 
ernment effort has been directed to- 
ward beating down this privately 
owned industry in order that political 
owners may take it over. 
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HE Federal Power Commission 
has valiantly aided this campaign 
for government ownership. It has as- 
serted for six years past that there will 
be a power shortage “tomorrow.” To 
morrow has never come. Now it al- 
leges that by the end of 1942 there will 
be a power shortage. Mr. Ickes has a 
National Power Policy Committee in 
his pocket. Those who know Mr, 
Ickes know precisely what to expect 
from him. He magnified the fears of 
the FPC. Or the committee magnified 
them. But there is no evidence that the 
shortage the NPPC predicted for 1941 
will appear. Mr. Ickes’ fears are so 
often disappointed. Nor is there any 
evidence that there will be any shortage 
in 1942. The man previously quoted— 
the man who really knows what is go- 
ing on—says there will not be. But he 
will not brag. He will not quote 
figures. 
“*They’d’ come down on our necks 
like a thousand of brick,” says he. 
The working departments of gov- 
ernment have been getting along with 
the utilities very nicely. The Army 
and Navy are not concerned about 
politics. All they want is to get the 
things they want when they want them. 
To this end they have been cooperating 
with the utilities. One million con- 
scripts are in or on their way to Army 


say that production is up to what is desired right now. It 


q “THE fact is that industry is doing a fine job. That is not to 


never will be. If the plan works out to make this country 
the arsenal for all the so-called democracies—perhaps in- 
cluding Russia—production can never catch up with demand. 
There are not and there never will be enough manufactories 
in this country to furnish guns and planes and trucks enough 
for all the so-called democracies that might be allowed to 


buy on tick.” 
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camps and in that million a good many 
men were originally included who are 
working for the utilities. Those who 
can be spared get out of their working 
clothes and into khaki. Many of the 
utility companies—perhaps all of them 
—are paying these men or their de- 
pendents some part or all of their sal- 
aries, and have definitely promised 
them full rights of seniority when they 
return to their jobs. But some of the 
men cannot be spared. 


S° the Army and Navy are codperat- 
ing in a friendly fashion. Not be- 
ing under the necessity of promoting 
politics, they get along. That is why I 
have called them the working depart- 
ments. The calling of key men is de- 
ferred in an easy-going way. The Army 
and Navy want to keep the utilities at 
top speed. At the least they do not want 
to interfere with their operations. Now 


and then the Army or Navy need men 
to train their conscripts in handling 


| electricity. Thirty cities—that is 
what these camps really are—are being 
built in all kinds of out-of-the-way 
places. The thirty cities will shelter the 
million men. Around the rim of each 
of the thirty cities, or at reachable dis- 
tances from them, other settlements are 
growing in which the men can get 
other than official entertainment, chow, 
and experience. The thirty cities and 
their outlyers have been provided with 
electricity. Some of the thirty cities 
have been located in places that only 
bureaucrats, well insulated from all 
practicality, could have accepted. One 
huge camp was to be spotted in a water- 
less plain. Another in a prairie that be- 
came a swamp. when it rained. But the 
utilities got to the thirty cities with 
light and power. 
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The communications services have 
another story, if there were space for 
it. Telephone, telegraph, radio. In- 
dustry and the two working depart- 
ments do business by wire and voice. 
They write letters, of course, but they 
get things started by picking up the 
telephone. Government is fond of tell- 
ing Industry that it will have to take 
over the management in order to get 
things done—which is one of the most 
soundly humorous things ever said— 
but nowhere in Industry could this 
have happened : 

“T got a letter yesterday,” said a bu- 
reau chief to me, “which had been fif- 
teen months on the way.” 


OME unfortunate citizen had ad- 
dressed an inquiry to one govern- 
ment department. It was the wrong de- 
partment. In industry the man finding 
that letter on his desk would have done 
a bit of telephoning, for the letter was 
an important one, and affected the de- 
partment to which it had been wrongly 
sent. But it was routed through chan- 
nels. 

It is incredible, but the fact is that 
the writer of that inquiry got his reply 
in just fifteen months. It will be ad- 
mitted that the letter had been passed 
through some of the more somnolent 
spaces of government, in which statis- 
tics are gathered and essays written. 
Still—fifteen months! 

Then thirty cities are really being 
built on telephone and telegraph wires. 
The two services move in as soon as 
the site of a camp city has been deter- 
mined on. Sometimes they can merely 
expand from a near-by center. In 
some instances they have built from the 
bottom. Shipyards and naval stations 
are rewired and reswitchboarded. Re- 
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cruits are trained by the telephone and 
telegraph experts in what to do and 
how to do it. Radio is being controlled 
by the FCC. 

“And everyone concerned is codp- 
erating whole-heartedly,” said Chair- 
man James Lawrence Fly. “It is a big 
job, of course, and a hard job, but it is 
made easier because all hands are on 
id 


B” the story of communications 
during the war emergency may be 
passed for the moment. What I have 
been trying to do is to tell the world 
that the utilities have been on the job. 
That in spite of the men who fight them 
the utilities are prepared to meet every 
demand that is now being anticipated 
by those in power. If the strikers cease 
striking and the government eases up 
a trifle on its turbine priorities, the 
utilities can flood the country’s fac- 
tories with the juice they need. As a 
sop to the FPC and the NPPC and the 
other government agencies that have 
been persistently fighting the privately 
owned utilities, the admission will be 
repeated that the government’s hydro- 


electric works came in mighty handy at 
this time. And because I am inher- 
ently kind, only a passing allusion will 
be made to the other government 
hydros which have not produced much 
power because they did not have 
enough water. Nor shall I so much as 
mention Spokane, which for the second 
time voted against buying power from 
Grand Coulee, or the incredible in- 
solence of the FPC when it declined to 
admit that Mr. Ickes’ pet plant at 
Shasta, California, could get going in 
time to take over a part of the northern 
California load and authorized the con- 
struction of “two potentially competi- 
tive plants.” Mr. Ickes must be ina 
heavy humor when he thinks of these 
things. 

All of this is probably very unwise. 
Because it amounts to bragging about 
the manner in which the utilities are 
doing the big national job. And they 
do not want to brag. They are afraid 
of what “they” might do to them. 
Which, as heretofore stated, is a heck 
of a position to take in a democracy. 
As John Garner used to say: 

“Let’s strike a blow for liberty.” 





Uses of the Telephone 


SON? greater monument to man’s ingenuity exists than the radio, 
yet its chief use in large sections of the world today, under the 
direction of authoritarian governments, is to propagate a complicated 
network of lies. And now, at home, we have the spectacle of our own 
staid telephone company gently suggesting that the instrument they 
manufacture and install has other uses than those of strictly truthful 
statement. Young ladies with pillows tied to their seats are shown in 
the act of giving the impression to their friends over the telephone that 
they know how to master a horse, and other young ladies are hinting 
that they have won much bigger and more important cups at tennis than 
they actually have. 

“Is all this contrary to public policy, or does it merely reflect a new 
note of realism? The telephone company has been suggesting for years 
that if you subscribe to its service you can always learn what Sister or 
Daddy is doing far from home. Perhaps in the interests of Truth itself 
it now wishes to warn prospective subscribers that Sister and Daddy 
cannot always be depended upon to report exactly what they are doing.” 

—Excerpt from The New York Times. 
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The Role of the Employer in a 
Public Ownership Battle 


In any case when a private utility corporation is facing a fight 

for its life it is comforting to know, says the author, that the 

entire personnel of the company will work together to defeat 
those who would destroy private enterprise. 


By ALFRED M. COOPER 


N the final analysis, the question of 
| whether electric utilities shall be 
predominantly publicly owned or 
privately owned will be decided by the 
people of America. The decision will 
be made on the basis of the attitude of 
the general public toward the two types 
of ownership. This public attitude will 
be influenced largely by the individual 
citizen’s contact with the utility serving 
his city or district. 

The ownership question, therefore, 
becomes primarily one of public rela- 
tions. Secondarily, but to a much 
greater degree than is generally recog- 
nized, it is a problem in industrial rela- 
tions. The management of any pri- 
vately owned utility which is now feel- 
ing the pressure of public ownership 
ideology, locally and federally in- 
spired, will do well to give careful 
study to the morale of its personnel. 
Upon the degree of this morale may 
depend the outcome of the contest. 

The attitude of the public toward 
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any electric utility is usually considered 
as based upon its reaction to the three 
principal elements which affect public 
attitude: Rates, physical service, and 
personal employee service. 

The privately owned electric utility 
can do no more than hold its own with 
the publicly owned utility in the matter 
of rates. It cannot excel the physical 
service of the publicly owned utility to 
a degree which will impress the general 
public. Its employees can, and must, 
render a personal service so far su- 
perior to that of the employees of the 
city, state, or Federal government that 
the public cannot fail to become aware 
of the superiority of electric service 
under a system of private enterprise. 

The morale of which I speak, how- 
ever, goes much deeper than that ex- 
hibited in excellent personal service by 
the employee in his daily contacts with 
the consumer. Actually, the rendition 
of such satisfactory service is only what 
the employee is getting paid for. The 
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loyalty of a working force that can win 
an ownership fight is something far 
greater than that which manifests it- 
self in courteous service at the cashier’s 
window and the complaint counter. 


> gence down to cases, the utility 
ownership question may well be 
decided by the answer to the following 
query, which the management of a 
privately owned utility must put to it- 
self: Will our employees, faced with a 
stiff fight, give freely of their own 
time, outside of working hours, to pro- 
mote the cause of private enterprise? 

In many privately owned utility 
corporations, with the personnel of 
which I have come in close contact, the 
answer by management to this question 
would be an unqualified and unhesi- 
tating “yes!’’ My own answer regard- 
ing their personnel, based upon several 
years’ experience in successfully fight- 
ing similar corporations in the owner- 
ship battle, would be an equally em- 
phatic “no!” 

The morale of the personnel of the 
average privately owned electric utility 
is an 8-hour-a-day morale. Public 
ownership elections are won by the 24- 
hour-a-day efforts of the working 
force of one of the competing utilities 
—and no Hatch Act will ever change 
this picture. 

If employees will work tirelessly, on 
and off the job, to sell the idea of 
private enterprise to their small circle 
of friends and acquaintances, no con- 
certed effort on the part of the opposi- 
tion in your community can be success- 
ful. If employees are not willing to 
make this effort, no amount of pub- 
licity, no silver-tongued oratory, and 
no expenditure of money will prevail 
against a hard-fighting opposition. 
APR. 2, 1941 


I many privately owned utilities jt 
is impossible for management to 
command such a degree of full-time 
loyalty from its working force. For 
too many years the employees have 
been trained to leave all matters of 
policy to managerial discretion, and the 
execution of such policy to paid ex- 
perts employed specifically for this pur- 
pose. In the publicly owned utility, on 
the other hand, every employee is 
taught to consider the ownership battle 
as his own personal affair. 

Furthermore, in too many instances, 
the employees of a private utility 
know full well that their management 
is itself not whole-heartedly in the fight 
to prevent their organization from be- 
ing taken over and operated as a pub- 
licly owned utility. Whenever a weak- 
hearted management begins to send out 
feelers, with the idea of ascertaining 
whether or not they can sell out to the 
public ownership opposition at a nice 
profit, word of such dickering has a 
way of trickling down through the 
personnel of the company. 

To ask complete and unselfish co- 
Operation from the working force of a 
privately owned utility in a public 
ownership fight, when these employees 
are fully aware that management is 
using such efforts only as a bludgeon to 
jack up the eventual sale price of a util- 
ity, is preposterous. 


U must be borne in mind that, in the 
event of the sale of properties to the 
city, state, or Federal government, 
these men and women who now work 
for the privately owned utility will 
then be blanketed into civil service, and 
become governmental employees. It is 
hardly fair to expect these people to ex- 
tend themselves in any ownership fight 
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THE ROLE OF THE EMPLOYER IN A PUBLIC OWNERSHIP BATTLE 





Private Ownership versus Public Ownership 


66 HE privately owned electric utility can do no more than hold 

its own with the publicly owned utility in the matter of rates. 
It cannot excel the physical service of the publicly owned utility to a 
degree which will impress the general public. Its employees can, and 
must, render a personal service so far superior to that of the em- 
ployees of the city, state, or Federal government that the public 
cannot fail to become aware of the superiority of electric service 

under a system of private enterprise.” 





that is not being conducted strictly on 
the “up-and-up,” only to find them- 
selves extremely unpopular with gov- 
ernmental authorities at the conclusion 
of a battle which was lost only because 
management decided it was safer to sell 
out than to fight to a finish. 

Throughout this discussion, I have 
spoken of the ownership question as a 
“battle.” That is exactly what it is. If 
anyone is still thinking of this problem 
as an academic question, to be solved 
peaceably in conference on its merits, 
he is fooling himself. 

The underlying principle of public 
ownership is diametrically opposed to 
that of private ownership. Whenever 
the two exist in one community, it is a 
question only of time until one or the 
other principle prevails in entirety. No 
satisfactory division of territory, of 
franchises, or of revenue, will ever be 
made between two such organizations. 


In the case of the municipal power bu- 
reau, it is only a question of opportu- 
nity until the competing private com- 
pany will begin to feel the ousting 
pressure forcefully exerted. 


HEN the ownership fight in a 

given community is an honest 
one, the decision will eventually be 
made at the polls. Final decision of the 
question may require several election 
campaigns, the earlier ones being de- 
signed to cripple the private utility by 
legislation unfavorable to its interests ; 
the final election settling the question of 
transfer of ownership at a figure satis- 
factory to the city bureau. 

In election campaigns of this type a 
group of 5,000 employees, fighting 
whole-heartedly, can alone control up- 
wards of 80,000 votes. This number 
of ballots will win most special elec- 
tions ina city with 1,000,000 registered 
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voters. In a close general election it 
will swing the decision in favor of the 
utility employing the 5,000 loyal 
workers. 

It is axiomatic that the personal 
service of the employees of a privately 
owned utility should be better than that 
rendered by the employees of a city- 
owned or federally owned utility. It is 
necessary only to transact business in 
your metropolitan city hall, court- 
house, or Federal building, to appre- 
ciate this fact. Civil service employees 
are not, as a class, given to overex- 
tending themselves in being nice to the 
public which pays their wages. 

For this reason the privately owned 
electric utility should have little diffi- 
culty in winning favorable public re- 
action on the basis of the personal 
service rendered by its employees dur- 
ing working hours. This friendly senti- 
ment is worth more to the company at 


election time than all of the speaker’s 
bureaus, billboard and newspaper ad- 
vertising, and radio time, which the 
company can put into the fight. 


NFORTUNATELY, however, the civil 
service employee who is not par- 
ticularly interested in giving good per- 
sonal service while on the job, devel- 
ops into a loyal and hard-working vote- 
getter in his off-duty hours, while the 
private utility employee is much less 
successful at this sort of thing. It may 
be that the eternal political environ- 
ment of the employee of the publicly 
owned utility makes him more po- 
litically conscious than is the employee 
of the private corporation. 

Whatever the reason, the personnel 
of a city power bureau ordinarily will 
outfight the personnel of a competing 
private company in an election cam- 
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paign. This difference in vote-getting 
ability nullifies any advantage which 
the power company may have gained 
through superior public contacting 
during working hours. 

Regardless of what the private opin- 
ion of management may be regarding 
the advisability of utilizing the off-duty 
services of its employees in winning 
such an election, there is actually very 
little choice in the matter. Elections are 
won or lost, not on a basis of right or 
wrong, but on the basis of which side 
can control the most votes at the polling 
places. When it becomes a matter of 
life or death to a utility that an election 
be won, it is time to adopt the modern 
methods of vote-getting employed by 
the opposition. This means that every 
single employee of the utility company 
must turn politician for the duration of 
the campaign. It is a poor clerk or line- 
man who cannot influence ten or fifteen 
votes on election day. 


N essential in winning complete em- 
ployee codperation in such polit- 
ical work is that everyone on the 
payroll be fully informed regarding the 
issues of the campaign, and the best 
arguments to be used in presenting the 
company’s case to the public. This 
necessitates employee meetings, in 
which careful instruction is given in 
these matters. These meetings should 
take the form of instructional, inspira- 
tion conferences, not  lecture-type 
“pep” meetings. 

One of the most powerful forms of 
motivation which may be employed at 
such meetings is the distaste which the 
average employee in a private corpora- 
tion has for working under civil serv- 
ice regulation. That this dislike is 
justified can be vouched for by anyone 
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who has seen thousands of employees 
of a defunct privately owned electric 
utility absorbed into the civil service 
personnel of a city power bureau. 
Whether or not these men and women 
are really discriminated against, it is 
certain that, for a period of a year or 
more, they feel themselves to be aliens 
ina strange and unfriendly land. 
Nothing in the industrial relations 
of a company should be permitted to 
interfere with the close contact be- 
tween management and employees, 
only by means of which can be devel- 
oped that high morale and 24-hour co- 
éperation which wins elections. The 
management which feels that unioniza- 
tion of certain crafts within the organ- 
ization interferes with this close har- 
mony should watch the efforts of an or- 
ganized group of civil service linemen 
ina city power bureau at election time. 
Closed-shop conditions do not affect 


the codperation of these men in getting 


out a favorable vote on election day. 


| a anole much can be accom- 
plished in developing the needed 
esprit de corps, where it does not al- 
ready exist, by paying more attention 
to the training of minor supervisors in 
the art of winning the codperation of 
their subordinates. Improper human- 
factor supervision can destroy morale 
more quickly than a cut in pay. 

In any case, when the private utility 
corporation is facing a fight for its life, 
it is comforting to know that the entire 
personnel of that company will work 
together to defeat those who would de- 
stroy private enterprise. Any effort 
expended to insure such high morale 
will pay excellent dividends at all times 
in improved public attitude. In time of 
great stress, this loyalty may mean the 
difference between private and public 
ownership of the electric utilities of 
your city. 
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Learn How to Sing the Phoney Way! 


TT? telephone turned cultural in New York city recently. Arthur 
T. Cremin, director of a chain of music schools, announced that 
courses in singing would be given by telephone. The half-hour courses 
consist of three 5-minute telephone calls and two rest periods. Rea- 
son: To give housewives and persons physically unable to get out of 
doors a chance for musical instruction and to put at ease nervous 
pupils, who resent a teacher standing over them. 
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Wire and Wireless 
Communication 


HE recent show-cause order of the 

FCC, returnable on June 9th, which 
was served on the American Telephone 
and Telegraph system early this month, 
was probably drafted with somewhat 
more ambitious designs than previous 
show-cause orders which resulted in 
long-distance rate reductions. The latest 
order requires the AT&T and its 21 sub- 
sidiaries to submit evidence as to (1) the 
amount of its rate base; (2) what it con- 
siders to be a fair rate of return; and 
(3) its net income available for rate- 
making purposes. 

The FCC’s press release accompany- 
ing this order stated, “Any principles 
which may be established by the commis- 
sion in this case will have a fundamental 
and far-reaching effect upon telephone 
rate regulation throughout the country.” 

Whether the latest FCC action indi- 
cates a determination on the part of the 
commission to launch a formal rate case, 
regardless of any new long-distance rate 
reduction concessions which may be of- 
fered by the AT&T, was believed to be a 
very debatable question by informed 
Washington observers. 

On one hand, it is known that the new 
telephone rate research bureau, set up 
within the FCC with special funds, is 
now fairly well organized under the di- 
rection of strict regulationists who are 
reported to be “raring to go.” On the 
other hand, the FCC, as a commission, is 
pretty well tied up with routine regu- 
lation and particularly investigations in- 
volving radio, television, FM, press 
ownership, not to mention its partici- 
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pation in the work of the Defense Com- 
munications Board. 

Furthermore, hints that new proposed 
legislation affecting the organization of 
the commission may be given fresh con- 
sideration in Congress, suggest that the 
FCC may not feel disposed to get in- 
volved too deeply in a formal rate in- 
vestigation of the Bell system. 


E that as it may, the success which 
the FCC has had in the past in bar- 
gaining for long-distance rate reductions 
has led to the belief that the Bell system 
will make additional concessions in the 
light of its record for increased revenues. 
In its order directing the AT&T and its 
21 associated companies to show cause 
why rates should not be reduced, the 
commission cited the “rapidly increasing 
telephone earnings” from toll operations, 
which, according to company reports, 
brought its net earnings up trom $20,- 
160,763 in 1938 to $27,217,483 for the 
twelve months ended January 31st last. 
The net operating income on the com- 
pany’s average net investment in tele- 
phone plant was shown to be, on the basis 
of the company’s figures, 6.39 per cent 
in 1938, 8.19 per cent in 1939, 8.7 per 
cent in 1940, and 8.89 per cent in 1941, 
the commission said. The order also 
noted that the company’s 1940 earnings 
were made “despite increases in allow- 
ances for pensions, depreciation and 
maintenance expenses, and Federal in- 
come taxes, as well as a $5,000,000 reduc- 
tion in long lines rates ordered by the 
commission in May, 1940.” 
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As already stated, the company was 
ordered to present on June 9th evidence 
as to the amount of its rate base, what it 
considers to be a fair rate of return, and 
its net income for rate-making purposes. 
Hearings will be set subsequently for 
consideration of other issues. In the 
meantime, under a supplemental order 
issued on April 2nd, the company was 
directed to respond within forty days to 
a questionnaire on two main issues: 
What method is to be adopted in arriv- 
ing at the rate base, and what method is 
to be used in arriving at the accrued de- 
preciation in its property. 

The commission said it desired to 
adopt procedures which would result in 
avoidance of complex and prolonged 
proceedings and reduce to a minimum 
the time and expense burden on all par- 
ties concerned. To this end the company 
was required to advise the commission, 
on or before May 10th, as to the amount 
of time and expense involved in making 
a reproduction cost appraisal of its 
property ; whether it would be unfair to 
the company, its investors, or its cus- 
tomers if original cost was adopted as 
the gross rate base to the exclusion of re- 
production cost; whether the company’s 
accounts show the amount of cash in- 
vested in its property, and various other 
related data. 

The company was directed further to 
state the manner in which the depreci- 
ation reserve had been accumulated ; the 
relation between its reserve and annual 
depreciation charges; the factors cov- 
ered by annual depreciation expenses 
and depreciation reserve; and the de- 
scription of the method which the com- 
pany claims to be proper in determining 
accrued depreciation. 


B fay principal operating subsidiaries 
in the American Telephone and 
Telegraph Company system had a net 
gain of 123,700 telephones in service in 
March, bringing the total number of Bell 
system telephones in service at the end 
of the month to 17,854,800, a high rec- 
ord, it was recently announced. The sys- 
tem’s gain for the previous month was 
118,600 and for March, 1940, 82,800. 
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In the first three months of this year the 
cumulative gain totaled 371,500, against 
260,200 in the first quarter a year ago. 

Indicative of the accelerated demand 
for telephone service throughout the Bell 
system was the announcement by the 
Bell Telephone Company of Pennsyl- 
vania that last month produced the larg- 
est monthly net increase in telephones yet 
recorded by that company. Figures re- 
ported by Bell Telephone of Pennsyl- 
vania showed that the company had a 
gain of 11,223 for March and a cumula- 
tive gain of 28,160 for the first three 
months of this year. The Pennsylvania 
Company’s long-distance calls, it was an- 
nounced, are running 15 per cent above 
a year ago. 

These gains in telephones and calls, 
the Pennsylvania Company announced, 
were making it necessary to raise its con- 
struction program for 1941 approxi- 
mately 25 per cent above the 1940 figure. 
According to present indications, the 
company will be required to spend $31,- 
500,000 for new construction this year, 
an increase of $7,000,000 over original 
estimates. 

The New York Telephone Company, 
largest operating unit in the Bell system, 
reported a net increase of 11,427 tele- 
phones in March, compared with a gain 
of 10,187 units in March, 1940. Gains 
for the first three months of this year 
totaled 35,136, against 29,339 in the 
corresponding three months of last year. 


* * * * 


Wm the New York legislature 
completed action on the Whitney 
bill to exempt rural telephone companies 
having 75 per cent of their subscribers 
outside of cities from the additional 2 
per cent gross income tax on utilities, 
opposition was registered to a proposal 
in New York city to levy a 5-cent month- 
ly tax on each telephone instrument in 
the city to raise funds for new housing. 
Social welfare groups and housing au- 
thorities favored enactment of the pro- 
posed tax. 

The city council finance committee, 
headed by Councilman Joseph E. Kins- 
ley, Bronx Democrat, as chairman, held 
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a public hearing in City Hall on the tele- 
phone tax bill introduced by Councilmen 
Harry Laidler and Salvatore Ninfo, 
American Labor party members. The 
Laidler-Ninfo bill contemplates raising 
$900,000 a year in revenue, which would 
pay carrying charges on about $22,500,- 
of new low-cost housing. The tax 
would be added to each telephone user’s 
bill by the telephone company, which 
would send the proceeds to the city each 
month. Proponents of the bill estimated 
that the tax would apply to 1,750,000 
telephone instruments in the city. 
Chairman Kinsley indicated that the 
relation of new taxes to defense needs 
was uppermost in the minds of the 
Democratic majority when he asked 
whether housing should be put before na- 
tional defense. The question was put to 
Harold S. Buttenheim, chairman of the 
Citizen Housing Council, who appeared 
for the bill. “I think private automo- 
biles, cosmetics, and so forth could be 
curtailed better than housing in the na- 
tional defense program,” he replied. 


“The proposed tax means only one call 
less a month to each telephone user.” 


Frank A. K. Boland, counsel to the 
Hotel Men’s Association, said the tax 
would be discriminatory in its applica- 
tion to hotels because of the large num- 
ber of extensions in hotels. He said 
hotels and large corporations used about 
350,000 of the 1,750,000 instruments in 
the city. 

Charles T. Russell, counsel for the 
New York Telephone Company, sub- 
mitted a brief contending that the tele- 
phone tax was discriminatory on the 
ground that other utilities such as radios, 
ice boxes, gas and electric stoves were not 
taxed under the bill. The brief said that 
the telephone company would have to 
transmit the amount of the tax, whether 
or not it was collected from subscribers, 
and estimated the clerical charges in- 
volved in the collection at $70,000, none 
of which would be reimbursed. 


* * * * 
HODE Island cities and towns could 


tax the personal property of the 
New England Telephone & Telegraph 


Company just as they now tax the per- 
sonal property of electric light companies 
through a bill which has been approved 
by the Rhode Island senate. 

The senate sent the bill, which would 
bring in an estimated $450,000 in new 
revenue to Rhode Island cities and 
towns, to the state house of representa- 
tives. In giving the municipalities au- 
thority to assess personal property taxes 
on the telephone company, the bill also 
provides a reduction of from 3 to 14 per 
cent in the gross earnings tax the com- 
pany pays to the state. 

Senator George H. Waring, Republi- 
can of Tiverton, sponsor of the measure, 
said: 

This bill would place the telephone com- 
pany in the same class as the electric power 
and light companies in the state. Under the 
law as it is today the telephone companies, 
by paying 14 per cent more upon gross earn- 
ings than the lighting companies, are exempt 
from all personal property taxation. 

The telephone company does pay upon 
such real estate as it has in Rhode Island. 
The electric lighting companies pay 14 per 
cent on their gross earnings and aiso pay 
real estate and personal property taxes. 


Waring said the real estate of the tele- 
phone company constituted only a very 
small proportion of its investment, and 
that a very large proportion of it was in 
personal property. In the latter classi- 
fication, he listed all communications, 
wires, poles, central exchange equip- 
ment, automobiles, and stock on hand. 


*x* * * * 


HE Michigan Supreme Court on 
April 8th upheld an order of the 
Michigan Public Service Commission 
which requires the Michigan Bell Tele- 
phone Company to reduce intrastate 
long-distance rates by $500,000 a year 
and to refund overcharges of $1,200,000 
a year. In approving the intrastate toll 
rates which had been proportionately ad- 
justed by the state commission to the 
level of interstate toll rates of the Bell 
system, the court assumed the reason- 
ableness of the interstate rates, which 
had been approved by the Federal Com- 
munications Commission. 
With respect to local exchange rates of 
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WIRE AND WIRELESS COMMUNICATION 


the Michigan Bell Company, a confer- 
ence was set tentatively for April 14th, 
according to the state commission. 

Ray K. Holland, commission engi- 
neer, who has been analyzing phone rates 
for the commission, pointed out that as a 
result of increases in telephones in serv- 
ice in most Michigan cities, the company 
has been put to considerable expense in 
buildings and equipment. He stated: 

“I hope the public won’t assume that, 
because we have called this conference, a 
decrease in phone rates is imminent. We 
don’t know yet what the situation is. The 
conference should clarify it.” 


* * *K * 


HE Tennessee Public Utilities Com- 

mission on March 21st announced 
that a rate reduction and equalization 
scale proposed by the Inter-Mountain 
Telephone Company of Bristol, Tennes- 
see-Virginia, had been accepted. 

The reduction amounts will save tele- 
phone subscribers in Bristol, Johnson 
City, Greeneville, and other east Ten- 
nessee cities served by the company ap- 


proximately $16,500, it was said. 
x ok Kk x 


6 report of the International Tele- 
phone & Telegraph Corporation 
and subsidiaries for 1940, made public on 
April 4th by Sosthenes Behn, president, 
showed a consolidated net loss of $162,- 
447, after expenses and charges. This 
was in contrast to a consolidated net in- 
come of $2,856,911 in 1939. The figures 
for 1940 do not include certain of the 
corporation’s European _ subsidiaries, 
such as those in England, Germany, and 
Rumania, and the results for 1939 have 
been restated for comparative purposes. 
As published, including subsidiaries ex- 
cluded in 1940, net income in 1939 was 
$4,894,491. 

Mr. Behn said in the report that the 
corporation made no provision for possi- 
ble losses which may be incurred by 
European subsidiaries as a result of the 
war. With respect to the properties of 
the International Standard Electric 
Corporation and subsidiaries, with main 
plants and offices in England, Mr. Behn 
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said latest advices indicate that the fac- 
tories of the subsidiaries have not been 
damaged and that all are operating. 

Gross earnings of the IT&T system in 
1940 amounted to $27,870,041, compared 
with $31,682,275 in 1939. Gross oper- 
ating revenues are not given since suffi- 
cient data on European operations are 
not available. Revenues from telephone 
and radiotelephone subsidiaries were 
$26,254,374, against $26,967,967 the 
year before. 

The International Telephone & Tele- 
graph Corporation, alone, as parent con- 
cern of the system, had a net loss in 1940 
of $1,839,469, contrasted with a net in- 
come of $1,559,398 in 1939. Total in- 
come of the parent concern was $3,749,- 
330, against $7,226,992 in 1939. Total 
interest requirements on the corpora- 
tion’s funded debt amounted to $4,736,- 
500 in 1940 and $4,794,925 in 1939. 


* * * * 


ARTIALLY concealed by a maze of 

wires and hundreds of earphones, 
some 260 soldiers are “going to school” 
at Indiantown Gap, Pennsylvania, to be 
trained for a rdle that today is more vi- 
tal to the Army than ever before—the 
radio operator. It’s a streamlined Army. 
Thousands of men advance many miles 
at high speed. But it has to know what 
is going on around it and within its own 
ranks. By radio the findings of scouts and 
observers are reported to the commander. 
And by radio the commander issues his 
orders. 

The radio is indispensable to this mod- 
ern, highly mechanized Army. On the 
march or in action, it is the most effh- 
cient method of communication, for it is 
flexible, mobile, and quick. 

That is why the 28th Division is hav- 
ing trained radio officers and men con- 
duct an 11-week radio operators’ school 
for some 260 “hams.” Under the super- 
vision of Major Alfred H. Anderson, 
Wilkinsburg, the division signal officer, 
a radio school has been installed at In- 
diantown Gap that is reported to be sur- 
passed only by the famed radio operat- 
ors’ school at Fort Monmouth, New 
Jersey. 
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Commonwealth & Southern to 
Fight Integration 


7 our last issue it was stated that “a 
militant minority led by Engineers 
Public Service” might press the issue of 
§ 11 in the courts. 

Commonwealth & Southern has now 
indicated that it will also contest the ten- 
tative integration findings of the SEC, 
fighting the program in the courts “as 
far as we can go.” George Roberts, coun- 
sel for the company, held that the SEC 
should make a careful study of economic 
conditions as related to the company’s 
operations and that it should also define 
more closely just what constitutes an in- 
tegrated utility system. 

Commonwealth executives, as well as 
the utility industry generally, consider 
the SEC dictum that the Georgia and 
Alabama subsidiaries cannot both be re- 
tained (despite the fact that they are 
closely interwoven physically) as a par- 
ticularly drastic application of § 11. It is 
understood that they are operated prac- 
tically as one system, but that merger has 
been impracticable owing to state regula- 
tory factors. The issue of conflicting state 
and Federal regulation is here brought 
sharply into focus. 


¥ 


Southern California Edison 


pa California Edison supplies 
electricity to a population of nearly 
two million in the central and southern 
portions of California, including the 
cities of Long Beach, San Bernardino, 
Santa Monica, Santa Barbara, and Santa 
Ana; it also sells current to four munici- 
palities and to Pacific Gas and Electric, 
San Diego Gas & Electric, and Nevada- 
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and 
Comment 


By OWEN ELY 


California Electric. About 47 per cent 
of revenues are obtained from lighting 
service, 24 per cent from industrial con- 
sumers, 11 per cent from farmers, 8 
per cent from domestic heating and 
cooking, and 10 per cent from munici- 
palities, railways, and other corporations, 

The company’s generating capacity is 
almost equally divided between hydro 
and steam, and in addition it obtains 
221,000 horsepower from Boulder dam 
and 35,000 elsewhere, making a total of 
1,469,000 horsepower. Much of the steam 
capacity is, of course, for stand-by use 
only ; in 1938, 98 per cent of total output 
was from hydro (including Boulder 
dam), and over a 10-year period the 
proportion averaged about 80 per cent. 
Of Boulder dam’s total “firm energy” 
output the company is obligated to take 
or pay for 21.6 per cent, while it has an 
option to take 40 per cent of all available 
secondary energy subject to prior claims 
by other users. Boulder energy was first 
received in June, 1939, although the con- 
tract provisions did not take effect until 
June 1, 1940. 

The need for Boulder power seems 
somewhat dependent on the amount re- 
sold to Pacific Gas, and this in turn may 
depend on the latter’s future plans for 
taking electricity from the huge govern- 
ment Central Valley project (see article 
on Pacific Gas in the previous issue of 
the ForTNIGHTLY). 

Southern California Edison, in part- 
nership with Union Pacific, has been de- 
veloping oil acreage in Long Beach har- 
bor area, but net earnings from this 
source have not been very large, the total 
for about two years ended June 30, 1940, 
amounting to $631,626. 

The company’s rate policy has been 
progressive, reductions in the eleven 
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years ended 1940 amounting to over $6,- 
000,000. The average residential kilo- 
watt-hour rate in 1939 was 3.94 cents, 
the commercial 2.7 cents, and industrial 


80 cents. 
Plant account, less depreciation, was 
about $292,000,000 in 1939. Capitaliza- 


tion was as follows: 
Amount PerCent 
... $146,696,008 44% 


Funded debt, etc. 
86,671,425 26 


Preferred stocks ... 
Common stock and 
surplus 


98,106,511 30 


$331,473,944 100% 
The funded debt includes $108,000,000 
3s due 1965, $30,000,000 34s due 1964 
(held by insurance companies), and $4,- 
175,000 noncallable Pacific Power & 
Light first 5s due July 1, 1942. 


Lt the three series of preferred stock 
A and the common have $25 par 
value. The “original” participating pre- 
ferred (a small noncallable issue) has 
priority over all other stocks up to $1.25, 
is entitled to cumulative participation 
with other preferred issues up to the 
highest rate paid, and in addition shares 
with the common stock after the latter 
has received dividends equal to the high- 
est cumulative rate. The other preferred 
issues, with dividend rates of 6 per cent 
and 54 per cent, have no participating 
provision. Common dividends are limited 
by participation with the original pre- 
ferred in amounts over 6 per cent. Since 
1935 (when a 7 per cent preferred series 
was retired) dividends on the original 
preferred and the common have been at 
the same rate. 

An analysis of the 1940 income ac- 
count is as follows: 


Per CENT oF REVENUES 
Operating expenses 
Maintenance and depreciation .... 
Taxes 
Fixed charges 
Preferred dividends 
Common dividends 
Surplus 


The accompanying table indicates the 
earnings record on the common stock 
for the years 1929-1940: 


Approximate 
Price Range 


Common Stock 
Year Earned Dividends 
1940 ‘ $1.90 
39 1.75 
1.75 
1.63 


NPNNNYE ee 
SSSssass 


1930 
1929 


*Parent company. 


Southern California Edison’s stocks 
are currently quoted about as follows: 
Price 1941 Yield 
About Dividend About 
First participating pref. $44 $1.75 40% 
“B” preferred 30 1.50 5.0 
“C” preferred 1.375 4.7 
Common stock 7Ss)6—=— 70 
The current price of the common is 
about 11.8 times last year’s earnings, 
slightly below the general average for 
companies of this size, but higher than 
for Pacific Gas. 


5 


Standard Gas to Retain Only 
Philadelphia Company Group 
NDER the leadership of Chairman 
Crowley, Standard Gas and Elec- 
tric is planning a comprehensive program 
to conform with § 11. 

The recent letter to stockholders in- 
dicated that the first step in the integra- 
tion plan (disposal of the equity inter- 
est in San Diego Gas & Electric through 
an exchange offer to Standard Gas bond- 
holders) had been moderately success- 
ful; $6,000,000 notes and debentures 
have been deposited thus far, or a little 
over one-third of the proposed amount. 
Mr. Crowley indicated the company’s be- 
lief that the remaining $64,000,000 en- 
tire debt could be retired by disposing 
of all other assets other than Philadel- 
phia Company stock. The minority stock 
of the latter company is now selling on 
the New York Curb around 63; and this 
price, if obtainable for the Standard Gas 
holdings, would yield about $30,000,000, 
equivalent to nearly $65 a share on the 
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prior preferred stocks. This is more op- 
timistic than the estimate of $52, which 
appeared in this department last April, 
and Standard Statistics’ recent estimate 
of $39 a share. However, had Standard 
Statistics’ estimate of the liquidating 
value of Philadelphia Company’s stock, 
$14 a share, been used instead of the 
market price, it is obvious that the prior 
preferred stock would then have a liqui- 
dating value of around $107 a share. The 
value of the prior preferred fluctuates on 
about a 10-for-1 basis according to the 
share value assigned to Philadelphia 
Company stock, and careful study is re- 
quired to determine the real outlook. 


T will be recalled that Standard Gas 

bonds—now selling around 87 in ex- 
pectation of their possible retirement at 
par in the next year or so—had a sudden 
sinking spell to around 48 about a year 
ago because of fears that dividends from 
Philadelphia Company might be shut off, 
endangering the interest on Standard 
Gas bonds. The problem of heavy write- 
offs on Philadelphia Company’s traction 
and gas properties—which might have 
brought into play a harsh provision of a 
bond indenture, restricting dividends— 
was temporarily avoided at that time. 
Presumably this will be ironed out suc- 
cessfully (the restriction being omitted 
in any new indenture for refunding 
bonds) since Mr. Crowley mentioned 
that “both Philadelphia Company and 
Duquesne Light Company have compre- 
hensive programs for refinancing, which 
would accomplish substantial savings to 
them.” 

On a consolidated basis, Philadelphia 
Company earned 81 cents a share in 
1940 compared with 77 cents in the pre- 
vious year, increased expenses and taxes 
absorbing most of the 8 per cent gain in 
revenues. The stock is, therefore, cur- 
rently quoted at about eight times earn- 
ings. 

The next step in the system integration 
program, following the San Diego ex- 
change offer, will probably be sale of 
the three other western properties, Cali- 
fornia Oregon Power, Mountain States 
Power, and Southern Colorado Power. 


Results from these negotiations were 
reported “possible in the relatively near 
future.” Judging from the language of 
Mr. Crowley’s letter, the stocks of these 
companies will not be offered directly to 
bondholders but proceeds will be applied 
to reductions in Standard’s debt. 

A later move will be the refinancing 
and recapitalization of the Louisville 
properties permitting ultimate sale of the 
stock interests. With regard to Okla- 
homa Gas & Electric, it is expected that 
operating economies will improve the 
sale value of the equity interest owned 
by Standard. Plans are also under way 
for “resetting the common stocks of 
Northern States Power of Delaware, de- 
signed to render them more salable.” 
(The A stock is currently quoted on the 
New York Curb at only about 2} times 
last year’s earnings.) The final step 
would be to dispose of the interest in 
Wisconsin Public Service, the status of 
which is improving owing to recent re- 
financing. 


He sensei Mr. Crowley concedes, 
it may be necessary to separate the 
electric from the gas companies in the 
Philadelphia Company group (presum- 
ably owing to the SEC’s opinion in the 
Columbia Gas & Electric Case). One 
point not made clear is the statement 
that “concurrently with an orderly step- 
by-step disposal of various holdings for 
the purpose of ultimately eliminating 
Standard’s debt, the debt of Philadelphia 
Company also will be in the process of 
substantial liquidation.” It is not quite 
clear how the $60,000,000 Philadelphia 
Company 5s (which sell around 107) 
could be disposed of, since they are se- 
cured by the pledge of all the outstand- 
ing common stock of Duquesne Light 
Company. Possibly the management in- 
tends to issue unsecured debentures in a 
refunding operation, permitting sale of 
part of the Duquesne stock ; or perhaps 
it is the intention to sell some miscellane- 
ous gas and traction properties—al- 
though it is difficult to see how these 
would permit any very substantial debt 
reduction. 

Standard Gas’ bonds. and prior pre- 
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ferred stocks were strong following the 
announcement; the $7 prior preferred 
advanced about 50 per cent within sev- 
eral weeks. Less interest has been mani- 
fested in the second preferred stock al- 
though Mr. Crowley’s language encour- 
age the hope that, despite the difficulty 
of meeting the senior claims of the prior 
preferred in full, the second: preferred 
would receive some consideration. It is 
obvious that there will be nothing left for 
common stockholders. 

The letter made no mention of the 
problem of disposing of the inactive top 
holding company, Standard Power & 
Light, which has substantial holdings of 
Standard Gas preferred and common. 
Presumably the question cannot be set- 
tled until Standard Power & Light bonds 
have been retired, since there is some 
question as to whether these bonds re- 
tain any claim on their own company’s 
assets (they were assumed by Standard 
Gas some years ago). 


5 
Five Per Cent Yardstick for 


Junior Equities in Liquidation? 


EVERAL SEC decisions or opinions— 
S Community Power & Light, Federal 
Water Service, and Standard Investing 
—now seem to indicate that in voluntary 
corporate liquidation some 5 per cent or 
10 per cent of the assets available for 
the senior equity may be reserved for 
distribution to holders of second pre- 
ferred or common stock, even though 
there is no liquidating value assignable 
to these shares after allowing for the full 
claims of the senior bond or stock issues. 
Moreover, future earnings prospects may 
be taken into account in considering the 
status of the junior issue. 

_ Because of the huge number of hold- 
ing company common shares outstand- 
ing, however, such a rule would not be 
of great help to stockholders except in 
one or two cases. Electric Power & Light 
second preferred, with no present liqui- 
dating value, might obtain nearly $27 on 
the new basis (the common being left out 
of consideration). Standard Gas and 
Electric $4 second preferred, because of 
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the relatively large number of shares, 
would fare less favorably, obtaining only 
about $1.20. United Light & Power 
would obtain the best “break” of the 
leading common stocks involved, obtain- 
ing about 62 cents per share compared 
with the current market price of 25 cents. 

Common stockholders still retain one 
valuable asset which may prove an im- 
portant factor in any voluntary distribu- 
tion of assets—voting power; but the 
value of this prerogative might quickly 
disappear if the SEC exercised the full 
powers involved in the “death sentenee” 
legislation. 


¥ 


SEC to Require Competitive 
Bidding 

HE SEC has made progress recent- 
ly in clearing up some long-stand- 
ing issues. In line with past trends, Mor- 
gan Stanley & Co., as an assumed “affili- 
ate,” has been denied the underwriting 
fees in connection with the sale of $25,- 
000,000 Dayton Power & Light bonds in 
February, 1940. The relationship was 
traced as follows—Morgan Stanley, J. 
P. Morgan & Company, United Corpora- 
tion, Columbia Gas, Dayton Power & 
Light—although the links between some 
of these companies would seem, from a 

legal standpoint, to be rather tenuous. 
The offering of Connecticut Light & 
Power stock by Drexel & Company, 
Morgan affiliate, also raises the question 
of arm’s-length bargaining, but the SEC 
has agreed not to delay the offering, pro- 
vided the underwriting fee is impounded. 
As anticipated, the SEC has finally 
ordered all holding companies and their 
subsidiaries to use competitive bidding 
on all security issues over $1,000,000 in 
size. However, the commission went 
further than expected, in extending the 
ruling to include equity issues. The new 
rule will doubtless require some revamp- 
ing of underwriting practice and reor- 
ganization of banking facilities. In some 
quarters the view is expressed that, in- 
stead of favoring small local dealers as 
the SEC seems to anticipate, the rule will 
revive the opening of branch offices 
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throughout the country by the larger 
banking houses, so that underwriting and 
distributing facilities can be more closely 
hooked up. Such a development would, 
of course, largely defeat the object 
sought by the SEC, in that the under- 
writing business might become still more 
concentrated than at present. However, a 
year or two’s experiment with the new 
method will permit definite conclusions, 
unless war-time conditions prove too 
disturbing. 


¥ 


Connecticut Light & Power 


Rg Gas Improvement is selling 
its 701,253 shares of Connecticut 
Light & Power common, Drexel & Com- 
pany heading the syndicate. The minority 
stock is traded over-the-counter, being 
currently quoted 43-4, and the offering 
price is expected to be around 42}. 
Earnings on the common in recent years 
have been quite stable, the 1940 figure 
being $3.23. 

The depreciation and maintenance 
ratio to gross in 1940 was about 15.5 per 
cent, which is rather low compared with 
the average. The current position at the 
end of 1940 was strong, with cash in 
excess of current liabilities. Equity per 
common share, based on the 1940 balance 
sheet, was $41.36. 

A price of 43 would be about 13.3 
times earnings, which is about the price- 
earnings ratio for the best of the big op- 
erating utilities such as Detroit Edison, 
Consolidated Gas of Baltimore, etc. 
There is doubtless considerable local in- 
terest in the stock, since the large invest- 
ment funds located in New England 
usually show some partiality to local 
issues. 


¥ 
SEC Annual Report 


HE annual report of the Securities 
and Exchange Commission for the 
fiscal year ended June 30, 1940, contains 
interesting sidelights on reorganizations, 
administration of § 11, and other duties 
of the commission, and provides an in- 
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teresting and valuable summary of the 
commission’s varied activities. 

The section on “Dividend Declaration 
and Payments” contains a discussion of 
the steps leading up to the Associated 
Gas receivership, while the discussion of 
McKesson & Robbins will be of special 
value to accountants. 

The commission is to be congratulated 
on the readable and comprehensive char- 
acter of its annual reports. 


¥ 


New Capital Financing Gains 


N™ capital financing for March by 
public utilities, approximately 
$39,000,000, was the largest monthly fig- 
ure since August, 1938, and exceeded 
the average monthly figure for every 
year back to 1931 (see chart, page 551). 
It included the $15,000,000 Ohio Power 
3s, $20,000,000 Pacific Gas and Electric 
3s, and several smaller issues. 

Private financing was smaller than 
usual; while nine bond issues were pri- 
vately placed, the total amount was only 
about $21,000,000, compared with $51,- 
000,000 bond issues and $34,000,000 pre- 
ferred stocks publicly offered. 

An issue of $7,000,000 Southern Cali- 
fornia Gas bonds (Pacific Lighting sys- 
tem) is expected shortly, and $3,000,000 
Kansas-Nebraska Natural Gas first 4s 
are also in registration. Proposed stock 
issues include 40,000 shares of General 
Telephone preferred and 80,000 shares 
of common; and 701,253 shares of Con- 
necticut Light & Power common, de- 
scribed elsewhere. 

Twenty-two million dollars Consum- 
ers Public Power District bonds were 
recently offered, the proceeds being used 
to purchase substantially all the electric 
properties of Iowa-Nebraska Light & 
Power Company in the state of Nebras- 
ka. The district had previously issued 
$14,850,000 revenue bonds to buy six 
other privately owned power companies. 
The lIowa-Nebraska Company is con- 
trolled by Continental Gas & Electric, 
subholding company in the United Light 
& Power system, the break-up of which 
has been ordered by the SEC. 
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What Others Think 


Tax Equivalents of Minnesota 
Plants 


Bx years ago the widespread interest 
in the relationship of public opera- 
tions of utilities to public finances 
prompted Arthur Borak, associate pro- 
fessor of economics of the University 
of Minnesota, to make a survey of the 
subject in his own state. This was pub- 
lished in The Journal of Land & Public 
Utility Economics for May, 1937. In the 
current issue (February, 1941) of the 
same periodical, this study has been 
brought down to date and a larger num- 
ber of publicly owned plants in Minne- 
sota have been included. 

The special value of Professor Borak’s 
independent and impartial investigation, 
even though conducted on the small scale 
of a single state of the Union, arises 
from the dissatisfaction that has been 
occasionally voiced with respect to the 
Federal Power Commission’s surveys 
dealing with tax equivalents paid by mu- 
nicipal plants throughout the nation. 

The FPC studies have struck some as 
being incomplete in that recognition has 
not clearly been given to the value of off- 
setting benefits which municipal plants 
obtain in some instances from their own 
city governments. In other words, where 
a municipal utility plant has turned over 
$10,000 to the general fund or has given 
a partial equivalent in the form of free 
service for city purposes, the FPC study 
seems to include such claims in favor of 
the plants against the city government, 
presumably at exactly the valuation set 
upon them by the reporting municipal 
plant officials. 

On the other hand, the value of free 
office space and the common use of 
equipment or technical services, such as 
city engineers, city accounting depart- 
ments, and law offices are not shown to 
be offset in favor of the taxpayers as 
against the municipal utility plant. 
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ROFESSOR Borak does not profess to 

be quite precise in such matters. But 
he does recognize the factors and does 
what he can to strike a fair balance. Out 
of 774 incorporated cities and villages in 
Minnesota, 60 with populations totaling 
184,000 generate and distribute electric- 
ity. Seventy-five with populations total- 
ing approximately 111,000 distribute at 
retail electricity purchased at wholesale 
from other utilities. Of the latter group, 
62 purchase current from private utili- 
ties and 13 from neighboring publicly 
owned plants. Some changes have oc- 
curred in this total during the last five 
years but this is the approximate set-up 
of the Minnesota situation, which fur- 
nishes the basis for the Borak survey. 

With respect to the trend in municipal 
ownership, he states: 

The availability of PWA grants in re- 
cent years has stimulated interest in mu- 
nicipal ownership and operation of electric 
facilities in some communities where there 
were none before, although it is very inter- 
esting to note that a PWA grant has been 
used by only one municipality to construct 
a new generating plant where such facilities 
did not exist previously. However, such 
grants have been used by almost a dozen 
municipalities having generating plants to 
improve or extend their systems. For many 
years previous to the recent increase in the 
number of municipalities generating elec- 
tricity, there was a tendency for cities and 
villages to cease generating current, with 
many of them subsequently purchasing and 
distributing it. 

Municipally owned utilities do not pay 
taxes in Minnesota but they do occasion- 
ally make contributions in the form of 
money transfers and free service. Pro- 
fessor Borak tabulates such contribu- 
tions of money transfers and free service 
to the respective municipalities year by 
year from 1922 through 1939. In an- 
other table these contributions are com- 
pared with taxes—Federal, state, and 
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local—paid by private utility companies 
in the state. The contributions and taxes 
are reduced to ratios or percentages of 
gross revenue to permit a comparison of 
the two groups over the 18-year period 
covered. 


UMMARIZING these tables, it appeared 

that the gross revenue of Minnesota 
municipal utilities rose from $659,434 in 
1922 to $4,103,936 in 1939, and that total 
gross for the entire period covered 
amounted to $39,226,316. The contribu- 
tions made by these plants in the form 
of transfers to general funds and free 
service rose from 3.58 per cent of gross 
revenue in 1922 to 10.62 per cent in 
1939, making an over-all percentage of 
the entire period of 9.84 per cent. In- 
cidentally, the increase in the percentage 
of contribution was not consistent. It 
reached a peak of 17.24 per cent in 1932 
—probably reflecting the pressure of the 
depression years during which the civic 
needs of municipalities increased in con- 
verse proportion to the relative earning 
power of the municipal plants. 

Private electric companies in Minne- 
sota in 1922 paid 8.55 per cent of their 
gross revenues for all taxes, of which 
5.15 per cent was for state and local 
taxes. 

This ratio increased constantly to 
an over-all tax payment of 17.52 per cent 
of gross revenues in 1939, of which 11.37 
per cent was for state and local taxes. 
The over-all average for the 22-year pe- 
riod was a general tax payment of 11.64 
per cent of gross revenues, of which 8.60 
per cent was for state and local taxes. 
This is compared with the above over-all 
figure of 9.84 per cent of gross revenues 
paid in the form cf contributions or free 
service by the municipal plant. 


0 complete the comparisons, Pro- 
fessor Borak also goes into the mat- 


ter of rates charged by the respective 
forms of plant ownership. These tabula- 
tions are broken down into the monthly 
billing for different blocks of kilowatt- 
hour consumption adopted by the Fed- 
eral Power Commission. The conclusions 
drawn from the comparison of this rate 
and tax data are stated by Professor 
Borak as follows: 


The diversity in accounts of municipally 
owned utilities makes analysis difficult. Un- 
fortunately, services from the utility to the 
municipality, such as street lighting, are not 
always charged and paid for by the city, as 
is done at Rochester and Virginia. It 
might be well also if municipal electric 
same included in costs upon which rates are 

ased not only adequate provision for de- 
preciation but also the equivalent of taxes 
that a private utility would have to pay. 
Such a charge might well be collected. 
Rochester is to be commended in this re- 
spect. Minimum electric rates to which the 
utility customer is entitled are those predi- 
cated upon costs of operation including in- 
terest on debts, reasonable provision for de- 
preciation, and the tax equivalent. 

The findings of this study in Minnesota, 
on the whole, indicate that the contributions 
of municipally owned electric generating 
plants to their communities generally have 
not been equivalent to total (Federal, state, 
and local) taxes and in some years have not 
been equivalent to state and local taxes. 
However, in recent years they have been 
equivalent to or in excess of the equivalent 
of state and local taxes. The findings also 
indicate that such public ownership distinct- 
ly has not resulted in comparatively low mu- 
nicipal tax rates or debts or even in com- 
paratively low recent increases in them in 
spite of what equivalence or better has ob- 
tained between contributions and state and 
local taxes in recent years. Furthermore, 
the findings indicate that the public has not 
realized an offsetting gain in the form of 
comparatively low electric rates from such 
ownership. However, rates of the two types 
of ownership are closer together than before 
and the existing differences in the rates are 


not large. 
—F, X. W. 


Tax EouivaLents oF MuwnicrpaL ELEctric 
Utuities. By Arthur Borak. The Journal 
of Land & Public Utility Economics. Feb- 
ruary, 1941. 





“WHERE totalitarianism comes, bicycles are used instead of automo- 


biles.” 


—MarsHALt M. Dana, 


Lieutenant Commander, United States Navy. 
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A Romantic History of Urban Transportation 


D° you know why a trolley car is 
called a “trolley”? It is because of 
the similarity of the flexible trolley pole 
on the roof of a street car to a fisherman 
standing in a slowly moving boat “troll- 
ing” for game fish. The cars were first 
called “trollers,” which became corrupted 
into “trolleys.” 

Do you know who started the practice 
of removing snow from city streets? It 
was the old horse-car operators who had 
begun using rails for better traction in 
1832. Before that, it never occurred to 
anybody to remove the snow from the 
streets. When it was first removed, ob- 
jection was made on the ground that it 
would interfere with sleighing, then used 
for business as well as pleasure trans- 
portation. 

In Boston, the problem was solved by 
forbidding the street railway company to 
clear the tracks as long as sleighing was 
good. The company could operate pas- 
senger sleighs, Some companies at- 
tempted to clear tracks by melting snow 
with salt. This ran into the objection that 
the practice endangered public health by 
lowering the surrounding temperature. 

The word “bus” is a corruption of 


“omnibus,” a term first applied to a 


horse-drawn passenger coach service be- 
tween Nantes and Richebourg, France. 
It was so named in a fit of inexplicable 
Gallic inspiration by a retired French 
naval officer, Boudry, about 1825 when he 
noticed a sign over a store kept by a man 
named Omnes. It read “Omnes Omni- 
bus”—Latin for “everything for every- 
body.” Just why Boudry should have ap- 
plied this name to his coach line may not 
be clear to the Anglo-Saxon mind; but 
the term “omnibus” was certainly lifted 
by Anglo-Saxon coach companies. And 
the American coach lines, in adopting the 
phrase, inevitably shortened it to “bus.” 


HESE, and countless other gems of 
fact and fancy connected with the 
history of urban transportation since 
1825 down to the last-minute stream- 
liner, appear in a volume recently re- 
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leased by D. Appleton-Century Com- 
pany, entitled “Fares, Please!’ The 
author of this volume is listed as John 
Anderson Miller, but was immediately 
recognized by this reviewer as the same 
John A. Miller, who for the last decade 
has been the editor of our esteemed con- 
temporary, Transit Journal, and some- 
time contributor to Pusiic UTILitT1Es 
ForTNIGHTLY. Needless to say, with 
such a background, Mr. Miller becomes 
well qualified to write a book about urban 
transportation. 

But the thoroughness with which he 
has studiously collected the numerous 
obscure but fascinating items about horse 
cars, trolley cars, and such, and the pro- 
vocative but simple style with which they 
are presented make “Fares, Please!” a 
far more exciting experience than the 
average history of an industry, particu- 
larly a utility industry. 

Offhand, a mere history of the street 
car business does not suggest a volume 
of absorbing interest to those outside of 
the street car business. But “Fares, 
Please!” is a book that you will find 
quite suitable for light reading on a 
pleasure cruise, provided the wife or 
children have not appropriated it before 
you get around to taking it. One could 
go on indefinitely citing humorous and 
significant incidents from the potpourri 
served up so invitingly by Mr. Miller. 
But it is an experience that one should 
get from the original text rather than 
secondhand. 

As a Washingtonian, this reviewer 
noted with interest that until fairly re- 
cent years over fifty traffic policemen in 
the nation’s capital drew their salaries 
from the two electric railway lines under 
terms of an 1898 act of Congress. This 
act directed the District of Columbia 
commissioners to “station special police- 
men at such railway crossings and inter- 
sections in the city of Washington as 
the said commissioners may deem neces- 
sary, the expense of such service to be 
paid pro rata by the respective com- 
panies.” When the two Washington car 
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JUST THREE SMART YANKEES 


lines merged in 1938, many of these 
special policemen were transferred to 
regular police duty. 


B Bese: is witty nostalgia in many of 
the items. The arguments about the 
respective economy of horses and mules. 
There is the undisputed fact that from 
1832 until 1917 horse-drawn passenger 
coaches trotted up and down the streets 


of New York, providing probably the 
greatest uninterrupted period of a single 
form of utility service in the history of 
the New World—eighty-five years. By 
1880, 100,000 horses were dragging cars 
all over the nation. Some cities like New 
Orleans rushed into the enterprise; 
others, such as Boston and Philadelphia, 
cautiously awaited results. 

Horse-car operation had many prob- 
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lems of its own, one being where to store 
manure, from the sale of which the 
Third avenue railway of New York city 
used to make a tidy return of $13,750 a 
year. Keeping it under cover was not 
considered good practice by the operating 
companies; and keeping it out of doors 
was not considered good practice by the 
neighbors. Company management tried 
its best to convince people that the 
presence of a manure pile, far from 
being a menace to public health, was actu- 
ally a benefit thereto. Certainly, this was 
a delicate public relations problem. 

Then came the brief and jerky inter- 
lude of cable cars which San Francisco 
introduced in 1873 and where the sole 
surviving remnant can be found today 
still in operation. 

A great number of the large cities went 
in for the expensive and _ short-lived 
“grip cars” which required slots along 
the right-of-way which were constantly 
getting clogged up in bad weather. Also, 
small boys used to slip a rope through the 
slots and coast along proudly, with a free 
tow, in their little express wagons (unless 
a policeman intervened). The worst of 
it was that rope fragments would often 
foul a cable operation on the revolving 
drums and cause service breakdowns. 

Then, too, cable cars required hearty 
patrons and skillful “gripmen.” The 
patrons had to be hearty to stand the 
numerous explosive starts, bumps, and 
sundry jerks, while the gripmen had to 
learn to coast around bends, to release 
their grips at crossings (so as to avoid 
tangling a cross cable), and to brake 
quickly. 


2 electric car system was ushered 
in with the historic Franklin street 
hill pull in Richmond, Virginia, by Frank 
J. Sprague’s experimental car in 1884, 
and the city-wide operations installed in 
Montgomery, Alabama, in 1886. 

In reviewing the electric era, Mr. 
Miller gives us liberal descriptions of 
the advent of subways and elevated rail- 
ways (the railway on stilts). The peak 
of railway operations came between 1918 
(when there was the most trackage) and 
1923 (when the trolley cars carried their 
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greatest passenger load). Thereafter the 
busses began to replace the railways, 
first in the smaller towns and along the 
interurban lines, and finally during the 
last decade when we have seen Cities as 
large as Rochester, New York, tearing 
out their car tracks for “all bus” oper- 
ations. 

Some idea of the extensive trackage 
once traveled by the trolley cars can be 
obtained from the fact that in March, 
1912, a party of street railway officials, 
headed by Thomas N. McCarter, then 
president of Public Service of New Jer- 
sey and head of the American Electric 
Railway Association, traveled from Bos- 
ton to New York on nothing but street 
car lines. The trip was made in the same 
trolley car—a private conveyance named 
the “Hugenot,” which had dining accom- 
modations. 

But with somewhat less comfort and 
speed anyone who had enough nickels 
($2.40) and enough patience to ride for 
twenty hours on a dozen different street 
car lines could have made the same trip. 
One could even go from New York to 
Chicago by electric railway in those days, 
although some of the connecting lines 
along this route were not ordinary street 
cars but electric interurban railways. 


M* Miller’s book contains a num- 
ber of charming old historical 
photographic plates and some interesting 
line drawings which give us some idea 
of the traffic congestion at State and 
Washington streets in Chicago in 1865 
before the right side of the road rule of 
traffic was adopted. We see the old 
double-deck omnibus operating in New 
Orleans in 1861 whereby one went up 
to the second deck on a flight of stairs 
appended to the outside of the vehicle, 
something like a glorified Jacob’s ladder. 
We see the incongruous elegance of 
some of the horse cars of the 1880's, with 
their seats upholstered in figured plush 
and floors covered with straw. 

The book concludes on a prophetic 
note. American cities, says Mr. Miller, 
may never reach the state of affairs in 
Rome two thousand years ago when pri- 
vate vehicles of all but choice nobility 
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A sample of this spirit of fairness, 
combined with critical inquisitiveness, is 
to be found in the controversial chapter 
on public ownership (Chapter XXVIII, 
page 598) which covers 37 pages and 
traces the rise of the public ownership 
sentiment from the stirrings of the 
Granger movement and the Populist 
party following the depression of 1873 
through the Public Works Administra- 


tal, the social attitudes of private manage- 
ment. 

Whatever may be the present evils in the 
system of private ownership, municipal 
ownership is no once-and-for-all cure. To 

paraphrase Carlyle, it is no Morrison’s pill. 
It may be that many of the present troubles 
of private ownership are the result of our 
own carelessness. If so, merely changing 
the form of ownership will not lock the door 
to similar ills and evils in the future. There 
is merit in the argument that those who can- 
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not or will not regulate cannot or will not 
operate any better than they have regulated. 
Of course, this is an exaggeration, but its 
moral is that public ownership must be 
watched with as critical an attitude as the 
best of our state commissions watch the 
public utilities. Anything short of eternal 
vigilance is not enough. To turn the utilities 
over to the professional politician will be as 
disastrous to good service and low rates as 
the “let-alone” policy toward privately 
owned utilities has been in some of our states. 


The book is divided into four parts. 
The first part is entitled “Fundamentals.” 
This is given over to six chapters which 
discuss the historical background of the 
different forms of utility service and 
organization, their respective economic 
importance, and the emergence of the 
“public utility concept.” 

Part II, entitled “The Agencies of 
Regulation,” contains six chapters on the 
legal basis of regulation and the various 
devices for its enforcement, such as 
franchises, state and Federal commis- 
sions, and the organization of the same. 
Part III, entitled “The Primary Prob- 
lems of Regulation,” goes into the con- 
ventional field of the ordinary textbook 
on utility economics. This part contains 
eleven chapters dealing with the various 
aspects of rates, regulation, depreciation, 
service standards, security issues, and 
holding companies. 


give IV, entitled “Special Problems,” 
contains eight chapters on a miscel- 
lany of more modern and, generally 
speaking, more controversial problems: 
Marketing utility service, the vanishing 
street car, utility tax policy, rural serv- 
ice, public ownership, Federal projects, 


the TVA, and a brief but forward-look- 
ing résumé which inquires into the impli- 
cations of contemporaneous labor policy, 
the New River Case, and the New Deal 
power program. The book ends: 

We venture the hope that, under the gen- 
eral supervision of a liberal judicial system, 
we shall yet continue to prefer the regulation 
of public utilities, except water supply, in- 
stead of their public ownership. We take 
this position not because of a fear of public 
ownership as such but because of our prem- 
ise of internal and external risk in these 
businesses. One thing only stands in the way 
of this hope—the attitudes of management. 
If public utility operators cooperate with, not 
sabotage, the regulatory process, then we are 
certain of the desirability of this choice. 


If the foregoing review has stressed 
the more political aspects of the utility 
problem, it should not be assumed that 
Messrs. Thompson and Smith have not 
been equally painstaking in their cover- 
age of factual, historical, and statistical 
facets of the central subject; nor have 
they unduly emphasized electric power 
at the expense of other utility forms— 
a temptation to which many utility text- 
book authors are understandably prone 
during recent years. Some idea of the 
extensive documentation can be obtained 
from the fact that the table of cases in 
the rear of the volume contains about 
400 references to decisions cited in the 
text of the volume, some of which are 
analyzed at length. There is also a sub- 
ject index. 

—F, X. W. 


Pustic Utitiry Economics. By C. Woody 
Thompson and Wendell R. Smith. McGraw- 
Hill Book Company, New York, N. Y. 
1941. 727 pp. Price $4.50. 





Public Ownership and the Right to Strike 


N™ York city, recovering from a 
very uncomfortable bus strike, is 
looking nervously to the month of June 
when the present contracts between the 
Transport Workers Union (CIO) and 
the city subway lines come up for re- 
newal. These contracts were made by 
the private company operators and were 
assumed by the city when it took over 
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all subway operations in New York city. 

The revelation that President Michael 
J. Quill of the Transport Workers Union 
has assembled a $100,000 “defense fund” 
bears all the earmarks of a union laying 
in a war chest in anticipation of a strike. 
And a subway strike in New York city 
can be a very serious thing. (See p. 566.) 

But some of the discussion that is go- 
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“YES, IT’S A NEW NOISELESS TELEPHONE SIGNAL—THE 
BELL USED TO MAKE HIM NERVOUS” 


by Mayor La Guardia’s acceptance of an 
agreement to take over the contracts “sub- 
ject to judicial review” of any terms or con- 
ditions which might be questioned on consti- 
tutional or statutory grounds. The compro- 
mise now appears to have been unfortunate. 
The mayor or the board of transportation, 
or both together, cannot guarantee the main 


ing on in New York city about the rela- 
tive rights of labor and utility manage- 
ment under public ownership, as dis- 
tinguished from private ownership, is 
worthy of more than passing notice. 
Here are several paragraphs from an edi- 
torial in the usually conservative New 


York Times: 


Mr. Quill organized the transport workers 
when the IRT and the B-MT were still under 
private management. He had every right to 
do this. A year ago, facing city ownership 
of all the subway lines, he prepared to call 
his men out if the city did not agree to take 
over existing union contracts with the pri- 
vate companies. He had no more legal or 
moral right: to do this than he would 
have to organize the firemen and policemen 
and induce them to strike against the city. 

The quarrel was compromised a year ago 
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thing Quill demands—a closed shop. The 
workers on the city transit lines must come 
under civil service, and the civil service regu- 
lations cannot be altered or repealed simply 
because Mr. Quill does not like them. 
The fact is—and it ought to have been 
faced a year ago—that a closed shop and a 
fighting union cannot exist in the public 
service. A strike in private industry is a 
test of strength. There can be no such test 
between a minority employed in a publicly 
owned utility and the majority—the public 
itself—who employ them. The public em- 
ployee sacrifices some freedoms in return for 
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security. Mr. Quill can’t get around that 
and he can’t successfully strike against it. 
If he calls a strike he will smash his union. 


: question that will immediately 
arise in the mind of a private utility 
executive is just why the right of the 
public to continuation of utility service 
should be different in a city having pri- 
vate utility operations as compared with 
a city having publicly owned operations. 
It might well be contended that the right 
of the public to vital utility service should 
be based upon that service rather than 
the mere incident of its management. 
Otherwise, we are faced with the para- 
dox of people in a city such as Chicago 


city of New York being “illegally” em- 
barrassed by a similar contest with the 
city management and its employees. 
To restrict the rights of labor on an 
issue of civil service regulation rather 
than public service would give weight 
to the argument that public ownership 
should never extend its sphere beyond 
strictly governmental functions because 
to do so would automatically restrict the 
right of organized labor. Perhaps Mr. 
Quill might have recourse to the old dis- 
tinction between proprietary and gov- 
ernmental functions of public bodies— 
a distinction which has been ignored in 
recent years under the development of 


the prevailing school of judicial philoso- 


being justifiably embarrassed by a con- 
phy. 
—F. X. W. 


test between private management and 
utility employees and the public in the 





Origin of the (Utility) Species 


HE gas utility industry can trace the name of its product back to its in- 

ventor, the celebrated Flemish chemist, Jean Baptiste Van Helmont, who 
died in Brussels in 1644. While experimenting with carbon dioxide produced 
by burning charcoal, he discovered the inflammable qualities of a certain 
mysterious vapor thus artifically produced. But since it could neither be 
seen nor smelled, Van Helmont referred to it as a “ghost substance.” In 
this way geist, the German word for ‘ ‘ghost” was borrowed and, modified into 
the word “gas,” which is applied in a chemical sense to any aeriform fluid 
(not necessarily combustible) other than the atmosphere. 

The electric power industry must go back even further for the derivation 
of its name. As early as 600 B. C., Thales of Militus noted that pieces of 
polished amber, jet, and other bodies had the power, after being briskly 
rubbed with a cloth, of attracting light objects such as bits of straw or 
feathers. These attractions were studied by William Gilbert, the personal 
physician of Queen Elizabeth, who found that many substances possessed 
the power in question and he called such attractions “electric” after ’n\exrpov 
the Greek word meaning amber. Since he wrote in Latin, the phrase actually 
used by Gilbert was wis electrica; the word electricity was first used in its 
Anglicized form by Walter Charleton in his “Ternary of Paradoxes,” pub- 
lished in 1650 

The word “telephone” obviously comes from the Greek words rm\e, mean- 
ing distance, and ¢wvy, meaning sound. However, it was frequenti used 
before the discovery of the principle of electric voice transmission fe Dr. 
Alexander Graham Bell in 1876. According to Dr. Fritz Ulmer, the word 
was used by a German student, G. Huth, writing in Berlin in 1796 to describe 
some sort of speaking tube device. The term was also commonly used to de- 
note signaling devices, such as Captain John Taylor’s invention of a foghorn 
in London around 1845, which, by diverting compressed air through a great 
trumpet, could produce a sound audible for nearly six miles. To distinguish 
his invention from such devices, Dr. Bell originally spoke of it as the “electric 
speaking telephone.” Eventually, the shorter form was adopted. 
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The March of 
Events 


Ex-REA Aide Complains 


oyp Fisher, former director of the develop- 
B ment division of the Rural Electrification 
Administration, on March 26th, from his home 
in Woodbridge, Virginia, dispatched to the 
boards of all directors of all REA codpera- 
tives a 66-page pamphlet sharply condemning 
certain administrative practices and certain 
officials of the REA as presently constituted. 
Serious charges brought by Mr. Fisher, aug- 
menting personnel irregularities criticized by 
members of the House Appropriations Sub- 
committee, may result in investigation of the 
REA, it was believed in some quarters. 

The gist of Mr. Fisher’s charges is that the 
leaders of certain farm organizations connive 
to control REA loans to co-ops; that such 
farm leaders in effect created a sort of closed 
shop organization to which co-op members 
had to pay dues in order to obtain favorable 
consideration of applications for loans by the 
REA. It was further suggested that such 
farm organizations received compensation for 
services performed by REA. Finally, Fisher 
charged that suppliers of materials for REA 
projects were the beneficiaries of favoritism 
apparently obtained by “rigged” specifica- 
tions and “leaks” of confidential information. 

Mr. Fisher’s accusations are in the form of 
“added chapters” to a book recently released 
by REA Chief Harry Slattery entitled “Rural 
America Lights Up,” in which he, Fisher, pro- 
fesses to tell the inside story which the REA 
as presently organized would not care to make 
public, 

Fisher’s principal target seems to be Robert 
Craig, deputy administrator to Mr. Slattery, 
who is depicted as being unable to control the 
present situation. In addition to his own resig- 
nation as special administrator, which took 
place on March 13th, Fisher alleges that other 
former REA officials were purged and the 
present REA personnel subordinated to the 
dominating “clique.” He noted that Ward 
Freeman, former director of the engineering 
division, had been farmed out to the defense 
counsel, although still on REA payroll; that 
Marion Ramsey, director of the information 
division, had been sent to the Federal Works 
Agency and is now stationed in Chicago; that 
George Munger, director of utilization divi- 
sion, had resigned to go back to TVA; and 
that the former administrator, John M. Car- 
mody, had been kicked upstairs to become 
Federal Works Administrator when he sought 
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to interfere with the prevailing practices. 

In a brief memorandum to staff members 
of the REA, dated April 3rd, Administrator 
Slattery took cognizance of Mr. Fisher’s 
“hostile presentation” and expressed his con- 
viction that there would be “an adequate in- 
vestigation of any charges.” Some of the 
charges, Administrator Slattery said, were 
found, upon investigation, to be without 
foundation—others true, but distorted. The 
administrator regretted that Fisher’s associa- 
tion with the REA should terminate in such 
a fashion, because “for a number of years he 
was a loyal and effective worker.” 

The administrator concluded that he saw 
no need to answer the charges nor to engage 
in any personal attack on Mr. Fisher, nor to 
defend the staff members from criticism of 
a “disgruntled employee.” 


TVA Gets Allocation 


A COMPROMISE agreement between the U. S. 
Senate and House of Representatives on 
April Ist provided an allocation of $79,800,000 
for the TVA to continue its program. The 
allocation was part of a bill appropriating 
$1,414,626,838 for independent agencies of the 
government. 

The TVA allocation had caused a major 
disagreement, the House approving $69,700,- 
000, which was boosted by the Senate to 
$81,055,000. 

The compromise will permit continued con- 
struction of Kentucky dam, complete new 
generating units at Pickwick and Wilson dams, 
finance work on leakage at Hale’s Bar dam, 
finance dredging work below Chickamauga 
dam, complete the steam plant at Watt’s Bar 
dam, complete work on Watt’s Bar dam, 
speed work on Ft. Loudoun dam to make pos- 
sible its completion in the summer of 1943, 
and complete work on Cherokee dam. 


Power Selling Board Urged 


EADERS of the newly organized Northwest 
Public Power Association recently re- 
ported that a bill was being drafted for sub- 
mission to Congress proposing the creation of 
an autonomous regional commission for the 
marketing of Bonneville and Grand Coulee 
power. 
The body would be an independent agency, 
appointed by the President, similar to the Ten- 
nessee Valley Authority. A Columbia Valley 
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Authority bill introduced at the last session 
of Congress by members of the Washington 
delegation provided for an agency under su- 
pervision of the Department of the Interior. 
The association embraces a considerable 
number of the cities of Oregon and Washing- 
ton which operate their own power systems. 
Walker, executive secretary of the 
association, said the proposed bill would pro- 
vide that a 2-man majority of the proposed 
regional power authority would be appointed 
by the President from nominations made by 
agencies of the consumers—co-ops, utility dis- 
tricts, and municipalities. 


Power Possibilities Cited 


HE White river basin in Arkansas was 

cited by the Federal Power Commission 
on March 24th as having outstanding power 
possibilities in connection with flood-control 
work. 

The commission, referring to studies of 
this basin and others to determine feasibility 
of developing hydroelectric power in connec- 
tion with flood control, said in its annual re- 
port it had found that “in most instances small 
additional investment at such projects would 
assure the ready development of their poten- 
tial power when required by the power mar- 
ket and the conservation of the country’s 
energy resources.” 

It said its investigations “of five flood- 
control projects in the White river basin indi- 
cate that it will be economically feasible to 
install initially 386,000 horsepower of capacity 
at these projects, with an annual output of 
1,158,000,000 kilowatt hours of hydroelectric 
energy.” 

The report said the commission believed 
that the availability of this power should pro- 
vide a stimulus to industrial development and 
utilization of the mineral resources in the area. 

Arkansas also was pointed out as one of the 
areas where the greatest power need would 
develop in the defense program. The commis- 
sion added, however, that the full effects of 
the defense load would not be felt in most 
areas until next year. 


SEC Competitive Rule 


HE Securities and Exchange Commission 

on April 7th issued an order declaring 
that beginning May 7th all issues of public 
utility securities amounting to more than $1,- 
000,000 must be floated through competitive 
bidding. 

The new rule, known as “U-50,” was 
adopted by unanimous vote of the commission. 
It developed in part from the battle between 
New York and Middle West investment bank- 
ers over the right to handle financing involy- 
ing millions of dollars in fees each year. 

The commission accepted almost without 
change the recommendation for a competitive 
bidding rule made by its public utilities divi- 
sion staff last December 18th after months of 
investigation. 

This proposal was the subject of a 5-day 
public conference in February at which the In- 
vestment Bankers Association and the National 
Association of Securities Dealers marshalled 
the opposition of securities dealers from all 
parts of the country. The staff proposal was 
supported principally by Otis & Co., Cleveland, 
and Halsey, Stuart & Company, Chicago, two 
of the largest investment banking houses out- 
side of New York. 

The SEC turned down flatly a suggested rule 
offered by the IBA at private conferences fol- 
lowing the public hearing. 

Emmett F. Connely, president of the Invest- 
ment Bankers Association, on April 8th de- 
clared the competitive bidding rule adopted by 
the SEC was unwise and unnecessary, will 
work to the disadvantage of the investing pub- 
lic, and may be disastrous to the smaller firms 
that make up the machinery of securities dis- 
tribution. 


SEC Chairman Elected 


| age nes Clayton Eicher was unanimously 
elected chairman of the Securities and 
Exchange Commission on April 9th, to suc- 
ceed Jerome N. Frank, who has been ap- 
pointed to the Federal Circuit Court of Ap- 
peals for the Second Circuit. 


Arizona 


Hike Gas Line Capacity 


| Gress of 848 miles of pipe, at a cost of 
approximately $700,000 in areas between 
Douglas and Phoenix to care for prospective 
population increases due to national defense 
measures was announced recently by the El 
Paso Natural Gas Company. A. L. Forbes, 
vice president and general manager of the 
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company, said work would begin this month. 

The 10%-inch pipe will be “laid in loops” at 
different points to double pumping and stor- 
age capacities for use during peak periods. 

New airports at Phoenix and Tucson, gar- 
rison increases at Fort Huachuca, and conse- 
quent civilian population gains will boost the 
demand for gas in the area to be served, 
Forbes predicted. 





THE MARCH OF EVENTS 


Arkansas 


File Joint Motion 


HE Camden Gas Corporation and the 
Arkansas Louisiana Gas Company, with 
principal office at Shreveport, Louisiana, re- 
cently filed with the Federal Power Commis- 
sion a joint motion to dismiss the proceeding 
concerning alleged discriminatory rates for 
natural gas purchased by the Camden Corpo- 
ration from the Arkansas Louisiana Company. 
The joint motion stated that an agreement 
had been reached whereby Camden Gas 
Corporation would sell and Arkansas Louisi- 
ana Gas Company would purchase for $226,- 
000 the gas distribution plant serving Camden, 
Arkansas, and vicinity. Under terms of the 


agreement, it was stated, the transfer would 
be consummated in about sixty days unless 
foreclosure proceedings were resorted to and, 
with approval of the commission, it was pro- 
posed to grant the Camden Corporation a re- 
duction of $5,000 annually in town border 
delivery charges. 

The Camden unit, it was said, proposed 
to pass three-fifths of this reduction to do- 
mestic consumers, the remainder to be re- 
tained until it recovers “all expenses incurred 
in connection with this litigation, at which 
time the entire reduction will be passed to its 
customers other than industrial in such form 
as the Arkansas Department of Public Utili- 
ties may direct or approve.” 


California 


Power Bill Tabled 


HE state assembly public utilities commit- 

tee on April 5th tabled the Burns public 
utilities revenue bond act, which would per- 
mit public agencies to use revenue bonds to 
finance water or power projects. 

The Burns bill was similar to the Garrison 
revenue bond act which was stalled in the 
senate local government committee. Both meas- 
ures would provide that revenue bonds could 
be approved by a majority vote of the people, 
instead of the two-thirds majority now re- 
quired. Revenue bonds are liquidated from 
revenue of the project, and do not constitute 
a lien on the subdivision’s property. 

The motion to table carried 6 to 2, with 
Hugh Burns, Fresno, the author, and Hugh 
Donnelly, Turlock, opposing killing the bill. 
The Pacific Gas and Electric Company offered 
the only opposition, it was reported. Eustace 


Cullinan, representing the PG&E, opposed the 
bill on grounds “no revenue bond project is 
successful if financed 100 per cent by borrowed 
revenue and bonds .. . the false idea behind 
revenue bonds is that nobody owes the debt 
that is created.” 

Proponents said the bill was needed to pre- 
vent the PG&E from gaining a monopoly when 
Central Valley project power is made available. 

The state senate governmental and efficiency 
committee in effect pigeonholed the revived 
Garrison revenue bond bill for the promotion 
of public ownership of public utilities. 

The measure, advanced by its sponsors as 
an important adjunct to the marketing of Cen- 
tral Valley power, failed to receive sufficient 
votes to be reported out for floor consideration. 
The ballot was 5 to 4. The same committee, 
a few minutes later, declined 6 to 3 to table 
the measure which would have definitely 
killed it. 


Connecticut 


No Justification for River 
Project 


Mec Harry F. Porter of Glastonbury, 
former Army engineer and consultant 
for the Connecticut Federation of Taxpayers 
Associations, said in a recent broadcast that 
full study of the proposed Connecticut river 
Navigation and power project convinced him 
there was no justification for such a project 
on either navigation or power grounds. The 
$13,000,000 of. estimated cost for dams on the 
river above Hartford and at Enfield could 
better be spent for flood-control and power 
Projects further up the river above Holyoke 
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or withheld until after the war when it could 
be used on much more socially justifiable 
projects, he declared. 

Some special industries suitably located in 
relation to the river might get benefit from 
better navigation, he said, but this would be 
a case of taxing the many for the benefit of the 
few. With rail, highway, and pipe-line trans- 
portation advanced to their present state, he 
also said, he doubted that better river trans- 
portation could seriously compete with them. 

Neither is the power that might be generated 
needed now or later, he found, as there is 
ample from steam sources and from other 
hydroelectric facilities now available or 
planned for the future. 
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Senate Adopts Utility Bill 


EGISLATION designed to speed the process 
through which municipalities must go in 
order to establish or acquire gas and electric 
plants and removing certain existing restric- 
tions on their location and use was adopted 
by the state senate on March 26th. The bill 
was adopted on the motion of Senator John 
L. Sullivan, Democrat, New Britain, who de- 
clared that many of the existing statutes gov- 
erning the question were written early in the 
century and were full of ambiguities. 

The bill provides that a city may buy, build, 
or lease gas and electric plants if 25 per cent 
of the enrolled voters approve such action at 
a special election called not less than ninety 
nor more than one hundred eighty days after 
the step is approved by the mayor and a two- 
thirds vote of the city council. A town or 
borough may exercise the same authority after 
a two-thirds vote by a town or borough meet- 
ing called for that purpose after notice of at 
least ninety and not more than one hundred 
eighty days provided at least 25 per cent of 
the enrolled voters approve. 

Previously a city could take over such a 
utility only after vote of the council, approval 
by the mayor for two consecutive years, and 
subsequent ratification by the voters at the 
annual city election. Towns and boroughs 
could exercise the authority only after a two- 
thirds vote at two special meetings spaced at 


least one year apart. The bill would end the 
need for such second legislative action. 

The bill would also remove the restriction 
that municipal gas and electric plants must be 
located within the limits of the municipality 
and would permit the furnishing of power for 
industrial machinery by removing the restric- 
tion that the gas and electricity be used solely 
for furnishing light to the municipality or its 
inhabitants. 

There was no debate on the bill, which was 
sent to the house and immediately referred to 
the house judiciary committee. 


Commission Bill 


HE state senate public utilities committee 

on April Ist voted to report favorably a 
bill providing for appointment of public utili- 
ties commissioners upon nomination of the 
governor and confirmation by the senate. 

The present law requires confirmation of the 
governor’s nomination by both branches of the 
state legislature. 

The committee at the same time voted to 
report unfavorably on a bill, carrying out a 
proposal in the Democratic state platform, to 
have public utilities commissioners elected by 
the people. 

It was argued at the hearing that such 
a change would require an amendment to 
the state constitution, and could not be ac- 
complished by statute. 


Maryland 


REA Legislation Passed 


D ESPITE some opposition from the state pub- 
lic service commission and the Maryland 
Utilities Association to pro-REA legislation 
requested by the Federal REA, the legislation 
was passed late last month by the state 
assembly. 

Clarence W. Miles, who was said to be re- 
garded as one of the state administration’s 
major legislative field marshals, appeared at 
a hastily called hearing before the senate fi- 
nance committee to offer amendments. He an- 
nounced he was serving as counsel for the utili- 
ties association. He was successful in his argu- 
ments to the committeemen, and the amend- 
ments he proposed — fifteen all told — were 
accepted by the finance group. 

A delegation of REA attorneys from Wash- 
ington was on hand. They offered a com- 
promise, saying they would not oppose a dozen 
of the changes, although they had fought them 
bitterly in the committee hearing. The final 
three, they contended, would kill the bill en- 
tirely, and asked their supporters to fight on 
the senate floor. 

Frank Harper, executive secretary of the 
state commission, spoke against the bill. He 
said there was absolutely no need for the 


APR. 24, 1941 


legislation, and contended that the public serv- 
ice commission already recognized the right 
of REA-financed power codperatives to exist. 

Mr. Miles, who also spoke against the bill 
in the finance committee hearing, tried to cut 
out the REA bDill’s main provision—a clause 
saying that when more than half of the resi- 
dents of a farm community vote to start an 
REA cooperative, there shall be no building of 
power lines in that community for six months. 
The public service commission rules on 
whether the REA shall operate, or whether 
the private utilities shall build the lines. 

The REA attorneys and Harry Nuttle, a 
farm organization official, contended that 
without this clause in the bill, the private 
utilities could—as they have in the past—build 
“spite lines” to forestall the REA. 

Mr. Miles told the finance group that in 
many respects “this is a shocking piece of 
legislation.” He said county and municipal 
governments were denied the right, under its 
terms, to regulate the placing of poles and 
power lines. He said it gave codperatives the 
right of merger, which is denied private com- 
panies, and he contended also that damage 
suits in some instances would be denied those 
who might be injured by codperative equip- 
ment. ; 
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THE MARCH OF EVENTS 


Michigan 


Seeks Permission to Intervene 


HE state public service commission re- 

cently filed with the Federal Power Com- 
mission a petition to intervene in the proceed- 
ing concerning rates for natural gas sold by 
Panhandle Eastern Pipe Line Company to 
Michigan Consolidated Gas Company for re- 
sale in Detroit and vicinity. The city of De- 
troit and Wayne county have complained of 
the rates and have petitioned the commission 
for an investigation. 

The Michigan commission, stating that its 
records and facilities would be made availa- 
ble, requested that it be made a party to the 
proposed investigation, be given the right to 
produce and cross-examine witnesses, and be 
heard in all phases of the proceeding. 

The petition further stated that there was 
pending before the state regulatory body a 
petition by National Utilities Company of 
Michigan for permission to serve the city of 
Monroe and certain adjacent municipaiities 
with natural gas obtained from Panhandle 
Eastern and transported over the same pipe 
line which serves Detroit and Wayne county. 
Contract for sale of such gas differs from 
the Detroit contract in the matter of price, 
it was stated. 

The natural gas which is distributed by the 
Michigan Consolidated Gas Company in the 
Detroit area is transported from fields in 
Texas and Kansas through facilities of Pan- 
handle Eastern Pipe Line Company to the 


Illinois-Indiana state line and then to Detroit 
through the lines of the Michigan Gas Trans- 
mission Company, a company owned by the 
Columbia Gas & Electric Company system. 

Unreasonable discrimination in rates affect- 
ing house-heating gas customers was specifi- 
cally complained of in the petition for an in- 
vestigation filed by the city of Detroit and 
Wayne county. 


City Gas Plant Defeated 


B* majorities varying from 2 to 1 to 3 to l, 
Detroit voters on April 7th defeated three 
proposals sponsored by the city council which 
would have empowered the city to acquire and 
operate some of the Detroit properties of the 
Michigan Consolidated Gas Company, a sub- 
sidiary of American Light & Traction Com- 
pany. 

The surprisingly large vote against municipal 
ownership of the gas system was generally in- 
terpreted as being largely due, political observ- 
ers said, to the fact that three of the nine 
members of the city council were under indict- 
ment in connection with alleged public hous- 
ing graft. This offset the favorable influence 
of the fact that the city’s record of operat- 
ting other utilities—water system, street light- 
ing, street cars, and busses—has been good. 

Leaders of the city’s fight for lower rates 
said their efforts would not be influenced by 
the unfavorable vote on the municipal owner- 
ship question. 


Nebraska 


Power Taxes 


Aa by the possibility that all public 
‘A power and irrigation district property 
might be taxed under a bill before the state 


legislature, Tri-County Secretary 

Canaday went to Lincoln recently to confer 
with the lawmakers. Canaday, who is also 
attorney for the Central Nebraska (Tri- 
County) Public Power and Irrigation Dis- 
trict, said efforts to tax private power proper- 
ties taken over by public irrigation districts 
and at the same time exempt improvements 
made with PWA funds “are creating confu- 
sion.” He said he wanted to help clear up 
“confusion” over the working of amendments 
4 L. B. 72 by Senator R. M. Howard, of 

ats. 

As the bill stood, Canaday asserted he could 
not figure out-any property of the public power 
and irrigation districts in the state that the 
so-called exemption would exempt from taxa- 
tion, “I am confident the intention of the legis- 


lature is to exempt improvements which Tri- 
County and other districts have made with 
Federal money. I am afraid, however, that the 
language of the amendments to the bill does 
not accomplish the purpose.” 

Canaday explained that Tri-County officials 
were agreeabie to a plan to tax any real estate 
or property acquired by. purchase, but wished 
to have exempted any improvements con- 
structed with Federal loans and grants. 


Plant Purchase Defeated 


| ia the fact that the citizens’ fact-find- 
ing committee recommended that voters 
approve a $444,000 bond issue for purchase of 
Nebraska Light & Power Company properties 
in McCook, the measure was defeated by the 
voters on April Ist. The committee of ane 
sponsored by the city council, the taxpayers 
league, and the chamber of commerce, had 
said that municipal ownership would be ‘pref- 
erable to that of the Consumers Public Power 
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District. Action of the voters cleared the way 
for the Consumers District to complete the 
purchase for which they already have an offer 


on file. 

Proceeds of a $22,000,000 Consumers Public 
Power District bond issue, being offered 
publicly by a large nation-wide group of 
investment bankers, will be used to purchase 
the electric properties of lIowa-Nebraska 
Light & Power Company in the state of Ne- 
braska. Within the past two years the district 
has purchased six other privately owned power 
properties and has issued revenue bonds aggre- 
gating $14,850,000. 

The properties now being purchased from 
Iowa-Nebraska are second only in size to those 
of Nebraska Power Company at Omaha and 
serve 25 counties in the eastern and more 
populous portion of the state. 


Plant Purchase Advised 


| pee can well afford to pay $8,620,000 for 
the electric utility property of the Ilowa- 
Nebraska in and adjacent to the city, accord- 
ing to a report presented to the city council 
on March 28th by A. P. Learned, official rep- 
resentative of Biack & Veatch of Kansas City. 

The engineering firm put the stamp of ap- 
proval on “Plan D” of the Consumers Public 
Power District which provides that Lincoln 
buy the Iowa-Nebraska distribution and sub- 
transmission system, the K and Second street 
plants from Consumers for the sum of $8,- 


, 


A 14-page report, prepared after more than 
a week of intensive study on the propositions, 


suggested that the city negotiate with Con- 
sumers for purchase on best terms possible 
under “Plan D.” 

Consumers Public Power District had sub- 
mitted four plans to the city. “Plan D” was an 


outright purchase agreement. Aside from sale 
of lowa-Nebraska properties to the city, the 
plan further provided for the purchase by the 
city of approximately 78 per cent of its energy 
requirements at a cost of not to exceed 65 
mills, with lower rates if extended to other 
customers. 

This contract would be for a 30-year term. 
The city would be permitted to finance on its 
own initiative, or the district would offer to 
do the financing. 


Taxing Power 
TT. power tax bill (L.B. 72), in the form 


in which it recently left committee, would 
provide that the property of the state and its 
governmental subdivisions shall be exempt 
from taxation. This was not new but served 
as a foundation for the following exception: 

“Provided that any real or personal prop- 
erty, together with any subsequent renewals, 
replacements, or additions thereto, shall not 
be or become exempt from taxation by reason 
of any prior or subsequent transfer of title 
or ownership to any public power district or 
public power and irrigation district, or any 
legal successor thereto; and provided further 
that any such property which is now or may 
be hereafter owned by any city or village shall 
be exempt from taxation.” 

The parent committee and a subcommittee 
were said to have worked many days in re- 
ducing the language to what was finally ac- 
cepted as proper to submit to the voters by 
way of constitutional amendment. It is the pur- 
pose to tax districts for all properties removed 
from the tax rolls, also improvements to same. 
It also is the intention to tax municipal plants 
if and when they pass into the hands of pub- 
lic power districts. In event ownership returns 
to the municipality, exemption returns with it. 


New York 


Gets Transit Fight Fund 


ECLARING that nine months of operation 
of New York city’s unified transit system 
by the board of transportation under an 
“open shop” policy had created a labor situa- 
tion “so critical that an immediate, reasonable 
solution must be found,” the international 
executive board of the Transport Workers 
Union of America set aside on March 30th a 
fund of $100,000 to aid the New York local in 
its campaign to negotiate a union shop con- 
tract covering the 32,000 employees on the 
unified lines. 
The declaration by the board was made after 
a long session at Atlantic City, in which Allan 
S. Haywood, national director of organization 
for the CIO, took part. The CIO, Mr. Hay- 
wood said, supports the position of the Trans- 
port Workers Union and is prepared to aid 
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that body in its fight for collective bargaining 
rights on the city-owned subway, elevated, 
street car, and bus lines. 

Action by the board was based on a report 
submitted by Austin Hogan, president of the 
New York local, in which Mayor LaGuardia 
and the Board of Transportation were assailed 
for alleged violations of the union’s contracts 
with the IRT and B-MT transit systems, after 
the agreements had been assumed by the city 
under transit unification last summer. These 
contracts expire June 30th. The union already 
has called upon the mayor and the board of 
transportation to enter into negotiations for 
a new pact covering all the municipally oper- 
ated facilities. . 

In its declaration the executive board said 
that Mr. Hogan’s report disclosed a situation 
on the city system that must be intolerable to 
the public as well as to the union. 
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The state assembly on April 2nd passed and 
sent to the governor a drastic measure, aimed 
directly at the Transport Workers Union in 
New York city, to prevent future strikes on 
either privately or pubiicly owned bus, trolley, 
or subway lines. The measure was occasioned 
by the recent bus strike and the threat of a 
strike on the city subway lines which the union 
is now making. 

The bill, sponsored by Senator Arthur H. 
Wicks, chairman of the senate committee on 
public service, was introduced quietly on March 
27th, passed the senate, and went through the 
assembly without a dissenting vote. 

The bill would amend the old railroad 
sabotage statute, to include bus, trolley, and 
subway lines, and included in the list of pun- 
ishable offenses the leaving “unattended any 
car, bus, or other transit facility or equip- 
ment given into his possession or care as an 


officer, employee, or agent of any such pri- 
vately or publicly owned or operated railroad, 
street railroad, or bus system.” 

The bill was the subject of debate on the 
floor of the assembly on April 3rd, as Assem- 
blyman Zimmer, left-wing American Laborite, 
charged that the bill had been “slipped 
through” and that it was one of the most 
vicious of the session. The principal legislative 
leaders on both sides of the aisle defended 
the measure, declared that it did not bar 
strikes, which Mr. Zimmer said it did, and 
upheld the measure as a good and justified 
one. 

Governor Lehman on April 4th announced 
he would hold a public hearing on the bill and 
subsequently set April 14th as the date. He 
said a request for a hearing had been made to 
him by the union and that in addition he 
wanted to ascertain all of the facts in the case. 


a 
Ohio 


Light Plant As Separate Utility 


- setting up the Columbus light 
plant as a separate public utility was be- 
ing examined by members of the city council, 
it was reported recently. Under the ordinance 
drafted by Robert N. Tucker, superintendent 
of the light plant, the city division of elec- 


tricity would have the same status as the city 
division of water, being permitted to use its 
own revenue exclusively. 

At the present time the plant is operated as 
a part of the general fund, its revenue coming 
from and going into it. Last year it earned 
nearly $900,000 but approximately $300,000 
was used for other municipal purposes. 


@ 
Oklahoma 


Injunction Review Granted 


C— Leon C. Phillips of Oklahoma 
was granted a U. S. Supreme Court re- 
view on March 3lst of a decision sustaining 
the constitutionality of Federal construction of 
the $54,000,000 Denison dam across Red river 
in Texas and Oklahoma. 

Appealing from a decision by a 3-judge Fed- 
eral court in eastern Oklahoma, Governor 
Phillips contended the hydroelectric and flood- 
control project violated state rights, would 
inundate 100,000 acres of Oklahoma land, and 
destroy many miles of highways and bridges. 

He asserted much of the land to be inun- 
dated had large oil reserves and the state 
would suffer great loss in its taxable revenues. 

Phillips sought an injunction against the 
Guy F, Atkinson Company, the contractor. 


Both Houses Pass Utility Bill 


| epee to speed rulings in public utility 
rate litigation by keeping such cases in 
state courts was advanced for final passage on 
April 3rd by the state house of representatives. 

The bill vitalizes the Federal Johnson Act 
and will prevent utility companies from taking 
rate cases into Federal District Court. It had 
previously been approved by the state senate 
and was expected to go to the governor speed- 
ily inasmuch as only minor, corrective amend- 
ments were made by the house. 

Chief feature of the measure is that the 
state supreme court shall make only a judicial 
review of the findings of the state corporation 
commission, reversing the case or remanding 
it to the commission for new hearings if it 
fails to agree with the findings. 


Pennsylvania 


Contract to Exchange Gas 


UBSIDIARIES of the Philadelphia Company 
and subsidiaries of Columbia Gas & Elec- 
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tric Corporation recently contracted to ex- 
change up to 100,000,000 cubic feet of natural 
gas daily in a deal which was expected to be 
beneficial to consumers of both suppliers, it 
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was revealed at Pittsburgh. As a result, an ex- 
tensive cross-haul of gas will be avoided, ap- 
proximately $3,000,000 will be expended in de- 
velopment work and new equipment, and pur- 
chase of more than 50,000 tons of steel from 
an already overloaded steel industry will be 
unnecessary. 

The gas companies have experienced an un- 
usual demand this winter, due largely to in- 
creased requirements of defense industries. 
Plans were laid immediately to augment the 
supplies and among these was a proposal of 
the Philadelphia Company gas subsidiaries to 
increase facilities by laying a 190-mile 20-inch 
line from Kentucky to northern West Virginia. 

The Philadelphia Company has extensive 
gas reserves in Kentucky, much greater than 
it has in West Virginia, while the reverse is 
true of United Fuel Gas Company, the Colum- 
bia Gas unit. Under the new arrangement, 
Philadelphia Company will supply gas in Ken- 
tucky to United Fuel and the latter, in turn, 
will supply an equal volume to Philadelphia 
Company in northern West Virginia. 


PUC Voids Merger OK 


HE state public utility commission on 
March 27th announced that it had re- 
scinded an order of June, 1939, approving a 
$2,500,000 merger of the Northern Pennsyl- 
vania Power Company and the Metropolitan 
Edison Company, at the request of the utili- 
ties. 
Commissioner Thomas C. Buchanan ex- 


plained the commission was ordered in 1939 
to approve the merger by the supreme court, 
and former Chairman Denis J. Driscoll was 
“called on the carpet for the delay in approy- 
ing it. Now, along comes Mr. Driscoll as a 
trustee of Associated Gas and Electric, hold- 
ing company of the merging companies, ‘order- 
ing withdrawal of the merger applications.” 

Metropolitan Edison of Reading operates in 
Adams, Berks, Bucks, Chester, Cumberland, 
Dauphin, Lancaster, Lebanon, Lehigh, Monroe, 
Montgomery, Northampton, Pike, and York 
counties. 

Northern Pennsylvania Power of Towanda 
operates in Bradford, Lackawanna, Lycoming, 
Potter, Sullivan, Susquehanna, Tioga, Wayne, 
and Wyoming counties. 


PUC Member Reappointed 


OHN Siggins, Jr., of Warren, was reap- 

pointed state public utility commissioner on 
March 31st by Governor Arthur H. James, 
who also —— him chairman. His salary 
is $10,500 yearly. 

The nomination for the 10-year term, be- 
ginning April 1st, was sent to the state senate 
for confirmation. Mr. Siggins was named to 
the commission by Governor James May 10, 
1939, and became chairman March 6, 1940, 
when Denis J. Driscoll, a Democrat, resigned. 

Mr. Siggins filled the unexpired term of Guy 
K. Bard, a Democrat, who resigned to accept 
an appointment as Federal judge in Philadel- 
phia. 


South Carolina 


“Super” Power Authority 
Suggested 


fy creation of a “super-power authority” 
in South Carolina, composed of South 
Carolinians, was proposed on April 5th by 
Governor Burnet R. Maybank. Under this 
plan, all of the present public power authori- 
ties, which administer the various projects and 
developments in the state, would retain their 
identities and responsibilities; the proposed 
super authority would serve as a “codrdinating 
body,” as the governor put it. 

The governor made no reference to the bill 
now before Congress which would create seven 
Federal power authorities, including one which 


would take over control and administration 
of the public power developments in the state. 
Under that bill, the projects and developments 
now operated under state boards would pass, 
in effect, to full Federal control. 

After a power meeting at Columbia on 
April 4th, at which Leland Olds, chairman of 
the Federal Power Commission, urged the im- 
mediate development of five more hydroelec- 
tric projects on the Broad river and its tribu- 
taries, the governor named a so-called “super 
committee” to pursue the plan for these 
projects. 

Governor Maybank disclosed that _ this 
committee would also make a study of the 
suggestion that a super authority codrdinate 
public power developments in the state. 


Tennessee 


Transit Case Adjourned 


HE hearing before the state utilities com- 
mission against Knoxville Transit Lines 
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was adjourned on March 28th until April 22nd, 

when the company would be given an oppor- 

tunity for cross-examination and rebuttal. 
W. W. Mynatt, Knoxville city manager, an 


568 





THE MARCH OF EVENTS 


W. T. Miller, economic analyst, were principal 
witnesses on March 28th for the state commis- 
sion, which is asking the company why its 
street cars should not be converted to busses 
and the fare reduced to 5 cents. 

Asked by Commission Attorney Lon Mac- 


Farland if he thought the conversion should 
be made, City Manager Mynatt testified that 
“reroutings could be made so that traffic con- 
gestion would be relieved, and I believe busses 
would provide better service. The city council 
and the people of Knoxville favor busses.” 


Texas 


Cooperative Gets Contract 


IRECTORS of the Brazos River Conservation 
and Reclamation District last month gave 
final approval to a contract for sale of all 
power from the recently completed Possum 
Kingdom dam to the Brazos River Transmis- 
sion Electric Codperative. 
The action, by a unanimous vote, came after 
a full day of arguments and testimony in which 
President John W. Carpenter and Vice Presi- 
dent W. W. Lynch of the Texas Power & 
Light Company, and President J. B. Thomas 
of the Texas Electric Company opposed the 


contract, and State Representative W. R. 
Poage supported it. 

Under the contract the Brazos District will 
sell its Possum Kingdom power to the codp- 
erative at 5.19 mills per kilowatt hour, a fig- 
ure which will return the district $203,925 an- 
nually. The codperative, which has received an 
REA earmarking of $1,550,000 with a $250,000 
immediate allotment, will construct 490 miles 
of transmission lines. 

The power committee, which conducted the 
negotiations, is composed of W. W. Callan, 
Waco, chairman, Dr. A. C. Scott, Jr., of Tem- 
ple, and W. W. Siddons, Hillsboro. 


West Virginia 


Commission Chairman 
Appointed 


Cr Neely recently appointed E. B. 
Pennybacker chairman of the state com- 
mission to succeed Chairman Preston, who was 
originally appointed in 1933. In 1939 he was 
reappointed to succeed himself by Governor 
Holt, for a term ending May 31, 1945. Com- 
mission appointments must be confirmed by 


the senate, which was not in session when 
that appointment was made. 

After Governor Holt had been defeated by 
Senator Neely is an intensely contested pri- 
mary, one of his last acts as the new adminis- 
tration was coming in was to renew the Pres- 
ton appointment. It remained unacted upon 
when Governor Neely took control. 

Chairman Pennybacker resigned a seat on 
the state circuit court to accept his appoint- 
ment. 


Wisconsin 


FPC Dismisses Applications 


HE Federal Power Commission recently 

dismissed for want of jurisdiction the ap- 
plications filed by Western Natural Gas Com- 
pany and by Independent Natural Gas Com- 
pany for certificates of public convenience and 
necessity authorizing the construction of nat- 
ural gas pipe lines to Milwaukee and Madi- 
son, and to other communities in the south- 
eastern part of the state. 

The commission stated that under § 7 (c) 
of the Natural Gas Act its jurisdiction to issue 
certificates of public convenience and necessity 
for the construction of facilities exists only 
when it is proposed to construct such facili- 
ties for the transportation of natural gas to a 
market in which natural gas is already being 
served by another natural gas company and 
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that the communities proposed to be served by 
the applicants do not constitute such a market. 

Extensive public hearings were held on the 
applications at Madison and both the state 
corporation commission of Kansas and the 
public service commission of Wisconsin par- 
ticipated i in the hearings jointly with the com- 
mission’s trial examiner. The cities of Mil- 
waukee and Madison and the Natural Gas 
Pipe Line Company of America appeared at 
the hearings as interveners. 

Western Natural Gas Company had asked 
for a certificate to construct a pipe line about 
800 miles in length from the Hugoton field 
in Kansas to Milwaukee, at an estimated cost 
of $25,208,154, and the Independent Natural 
Gas Company to construct a line from the 
Texas Panhandle to Milwaukee, at an esti- 
mated cost of $28,698,000. 
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The Latest 
Utility Rulings 


Depreciation Reserve Does Not Diminish 
Property Value for Rate Making 


HE New Hampshire Supreme 

Court, in remanding a rate case 
for further proceedings before the com- 
mission, declared that the commission 
had misinterpreted the statute relating 
to depreciation and had taken a view 
of the effect of depreciation contrary to 
law. The commission, it was said, had 
advanced the proposition, first, that the 
statute impliedly forbids the use of a 
depreciation reserve for purposes of 
dividend declarations, and, second, that 
the customers may not justly be charged 
to pay a return on such part of value as 
has been created or maintained by 
money furnished by them. The com- 
mission’s construction of the statute 
was called “utterly indefensible.” The 
court continued : 


While the statute requires income from 
the fund in an invested form to be added 
to the fund, it is silent as to any other limi- 
tation barring the utility from treating the 
fund like any other capital after its use 
for restorations or additions. The purpose 
of the statute is to secure the eventual use 
of the fund in rehabilitation and develop- 
ment of the plant; it is in the interest of 
the consuming public that service shall not 
be impaired; and the establishment of the 
fund and its use in such manner serves to 
maintain the plant in its integrity and to 
permit its enlargement to meet increased 
demand for its service... . If a result of 
a bar of any return to the owners from 
the depreciation account after its use for 
restorations and additions lad been the 
legislative purpose, it would have been ex- 
pressed in general and sweeping terms. 


To hold that a utility’s system could 
earn money for its owners only on its 
depreciated value, which would become 
less as depreciation increased, with an 
eventual depreciation equal to the 
actual value, said the court, would pro- 
duce the confiscatory result of a system 
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without earning value to the owners. A 
proper rate, it was said, is one of yield 
from property without loss of invest- 
ment. The depreciation fund, if used 
for the intended purposes, adds nothing 
to capital investment, but only main- 
tains it. Continuing, the court said: 


The public demand for efficient and con- 
tinuous service calls for a standard of 
maintenance which will produce such serv- 
ice. The right of the owners of the utility 
that their investment shall not be impaired 
predicates the right of return from it on 
the basis of nonimpairment. So far as it is 
impaired through service to the public, in 
justice the public should meet the expense 
of restoration. 


The prudent investment theory, said 
the court, is unsound, and the making 
of a just return for the use of property 
involves the recognition of its fair value 
if it be more than it cost. Property is 
held in private ownership, and it is that 
property and not its original cost of 
which the owner may not be deprived 
without due process of law. 

A claim of value for good will or 
going concern in addition to property 
value was disallowed. It was said that 
the property value assumes a demand 
for the use of the property without 
which it would have only salvage value. 
Evidence of an additional value was 
said to be a conjectural estimate, arbi- 
trary in character, and not entitled to 
adoption in any measure. 

The court, after discussing reproduc- 
tion cost as one of the measures of value, 
took up the question of return, stating 
that just compensation to a public utility 
is more than current interest on mere 
investment. Judicial notice, however, 
was taken of the downward trend of 
earnings and course of yield from invest- 
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ed property in its various forms, kind, 
and character during the past ten years. 
A rate of return of 5} per cent under 
these circumstances was found not to 
be so clearly too low as to require the 
finding to be set aside. 

Criticism was made of the commis- 
sion’s failure to make a charge for its 
own expenses in the case. With refer- 
ence to the company’s rate case expense, 


7 


the commission had assigned various 
reasons for denying its amortization. 
The court said: 


Among the reasons, excessive costs, some 
allocation to other matters, ability to pay 
and payment of all or a large part out of 
operating expense, and difficulty in determin- 
ing a reasonable allowance, are given. These 
reasons are insufficient for the denial. 


State v. Hampton Water Works Co. 


Integration of Holding Company System and 
Retention of Other Businesses 


HE Securities and Exchange Com- 

mission, in announcing tentative 
conclusions with respect to integration 
proceedings affecting the Commonwealth 
& Southern Corporation and its subsidi- 
aries, after discussing the requirements 
of the statute and the company relation- 
ships, said: 

Summarizing the foregoing, we conclude 
tentatively that, if the property of Consum- 
ers Power Company is considered as the 
“single” integrated public utility system, 
the Commonwealth & Southern Corpora- 
tion can retain no other properties; that if 
the “single” system is located in Alabama, 
no other properties can be retained with the 
possible exception of those located in 
Mississippi and Florida; and that if the 
“single” system is located in Georgia, no 
other properties can be retained with the 
possible exception of those in South Caro- 
lina. From this it would seem to follow 
that the Commonwealth & Southern Cor- 
poration cannot continue to control more 
than one of its major units of property. 


The commission followed its tentative 
conclusions relating to the United Gas 
Improvement Company [37 PUR(NS) 
91] as to the requirements of Clause 
(B) of §11(b)(1) of the act. It also 
considered the size limitation in § 2(a) 
(29) and in Clause (C) of §11(b) (1), 
which provides that no single integrated 
public utility system, nor any combina- 
tion of such systems permitted to be 
retained under common control, may be 
so large (considering the state of the 
art and the area or region affected) as 
to impair the advantages of localized 
management, efficient operation, and the 
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effectiveness of regulation. On this 


point it was said: 


We do not deem it necessary at this time 
to suggest tentative conclusions as to 
whether the properties now owned and 
operated either by Consumers Power Com- 
pany, Alabama Power Company, or Georgia 
Power Company, are as to any one of these 
respective states, too large for localized 
management, efficient operation, or effective 
regulation. We believe it suffices for the 
present purpose to reach the tentative con- 
clusion that each of these statewide areas 
either exceeds, or in any event approaches, 
the maximum size which can be so retained 
consistently with the statutory requirements. 
In this connection it may be observed that 
each of these three companies serves 
an area over the major part of the states 
served. Even within such areas it may be 
difficult to find that management can be lo- 
calized, or to conclude that regulation can be 
effective over companies which dominate 
whole states. In any event, we conclude that 
no substantial amount of utility property 
may be retained under common control with 
properties now constituting either those of 
Consumers Power Company, Alabama 
Power Company, or Georgia Power Com- 
pany. 


A mutual service company rendering 
services to all of the various subsidiary 
companies of the holding company sys- 
tem, it was concluded, as presently con- 
stituted, was not reasonably incidental 
or economically necessary or appropri- 
ate to the operations of any of the utili- 
ty properties. 

Concerning the retention of other 
businesses, it was said: 


Certain of the utility subsidiaries of the 
holding company system also themselves 
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operate, either directly or through subsidi- 
aries, certain transportation, water, ice, 
heating, and other businesses other than elec- 
tric or gas utilities. We conclude that none 
of such businesses are reasonably incidental 
or economically necessary or appropriate 
to the operations of any of the electric or 
gas utility properties controlled by the hold- 


ing company system or by any of its sub- 
sidiaries, and are therefore not possible of 
retention within the holding company sys- 
tem of a registered holding company. 


Re Commonwealth & Southern Corp. 
et al. (File No. 59-8, Release No. 2626). 


Illness in Home Does Not Prevent Denial of 
Service for Nonpayment 


JUDGMENT in favor of a woman 

who alleged that discontinuance of 
gas service during her illness was wilful, 
malicious, inhuman, and a gross abuse 
of the right to discontinue for nonpay- 
ment was reversed by the Federal Cir- 
cuit Court of Appeals, Tenth Circuit. 
The court refused to vary the general 
rule that a gas company may refuse gas 
for failure to pay arrearages. 

The court said that it could hardly 
be anticipated that the plaintiff would 
remain in a cold house after the gas had 
been cut off without taking necessary 
steps to guard against the result there- 
of. It was said in part: 


With full notice that the supply of gas 
would be cut off, and with notice of the 


surrounding circumstances and the weather 
conditions, the plaintiff and members of her 
family were under as much a duty as the 
appellant was to anticipate the results com- 
plained of and guard against them. Clearly 
they might have been avoided by the exer- 
cise of ordinary care on her part and that 
of members of her family, with whom she 
was residing. 

The only basis upon which liability can 
be imposed is omission or negligent dis- 
charge of some legal duty which brings the 
case within the sphere of judicial cogni- 
zance. The penalties for withholding relief 
from the suffering or for failure to respond 
to the call of worthy charity are not to be 
found in the laws of men, but only in that 
higher law, the violation of which is con- 
demned by the voice of conscience. 


Oklahoma Natural Gas Co. v. Young, 
116 F(2d) 720. 


7 


New York Commission Rules on Accounting 
Entries of Gas Company 


(.*; companies are required by the 
New York commission to estab- 
lish continuing property records, often 
called “perpetual inventories.” The 
commission, in a proceeding to inquire 
into the accounting methods of the Long 
Beach Gas Company, Inc., has ruled on 
various accounting items and ordered 
that certain changes in the accounts of 
the company shall be made. 

Much space was devoted by Chair- 
man Maltbie, in the commission’s de- 
cision, to the question of allowing fees 
paid to E. L. Phillips & Company under 
contracts providing for engineering and 
construction work at cost plus a burden 
and plus a 5 per cent fee upon such cost 
and burden. The amount of the fee in 


this case was not large, but as the com- 
pany had practically identical contracts 
with every company in the Long Island 
Lighting system, the question of the 
propriety of the charge as a part of 
original cost was thoroughly considered. 

Reference was made to the fact that 
this fee had been considered at length 
in Re Long Island Lighting Co. [18 
PUR(NS) 65] and the decision in that 
case was quoted as authority. That was a 
rate case in which an order of the com- 
mission was sustained in Long Island 
Lighting Co. v. Maltbie (1937) 249 
App Div 918, 18 PUR(NS) 225, 292 
NY Supp 807. On this phase of the 
case the commission concluded that the 
contracts were between affiliated inter- 
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ests, that there was no arm’s-length 
bargaining, and that the fee was not a 
proper charge and should not have been 
paid. The further conclusion was 
reached that this item should be elimi- 
nated from the capital account and 
charged to surplus. 

A claim for “organization” was also 
charged to surplus. Commenting on a 
bill for services upon which this item 
was based, Chairman Maltbie made the 
following statement : 


This statement covers several types of 
alleged services, some of which might possi- 
bly relate to items includible in Organiza- 
tion account according to the present sys- 
tem of accounts, but others could not possi- 
bly be so included. For example, prelimi- 
nary engineering expenses for the purpose 
of ascertaining the amount and character of 
the gas distribution system laid in Long 
Beach is not an organization expense accord- 
ing to any reasonable interpretation of the 
term. Work in connection with extensions 
and the purchase of gas mains is similarly 
no part of organization expense; if it is 
to be included anywhere, it should be in- 


Capital Investment to 


cluded under engineering. Conferences with 
officers of the incorporated village of Long 
Beach have to do with franchises or con- 
sents but not Organization. Expense in 
connection with preparing and distributing 
circulars to interest people in the use of gas 
is an operating expense, not a capital charge. 


An item representing a charge for 
“preparing certificate of increase in 
number of directors’ was excluded as 
not a proper organization cost. Rentals 
paid for property prior to date of acqui- 
sition were excluded on the ground that 
rentals are operating expenses and not 
capital charges. 

Several items were eliminated from 
the account “gas plant acquisition ad- 
justment.” These embraced cost of a 
development which did not become used 
and useful, book cost of property no 
longer in existence, cost of appraising 
a holder site after purchase, cost of re- 
locating property, and directors’ fees. 
Re Long Beach Gas Co., Inc. (Case No. 
10198). 


e 


Furnish Surplus Service 


Disapproved 


TE California commission author- 
ized an electric utility to render 
service and charge rates and otherwise 
carry out the conditions of an agreement 
with an oil company, subject to the pro- 
vision that the commission might modi- 
fy or set aside the agreement by appro- 
priate order. 

It was said that the purpose of 
this transaction was to bring about 
. equality as between charges for services 
to two refineries which were in position 
to generate their own electrical require- 
ments at low cost. 

The commission, however, raised the 
question as to the adequacy of a rate 


that averages 5 mills or less for a firm 
service not subject to shutoff. It was 
said: 


It is the opinion of the commission that 
applicant should not make capital invest- 
ments in new production facilities in order 
to serve loads of this character, and, when 
service of this nature is made, it should be 
limited essentially to the utilization of sur- 
plus or unused system capacity. The com- 
mission will expect applicant to carefully 
supervise its future production expansion 
in order to know that loads of this character 
will not be a burden to the system. 


Re Southern California Edison Co., Ltd. 
(Decision No. 33938, Application No. 
23833). 


e 


Status of Gas Business un 
3 South Penn Oil Company filed 


an application for exemption from 


der Holding Company Act 


the Holding Company Act under § 3(a) 
(3), while its wholly owned subsidiary, 
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South Penn Natural Gas Company, filed 
an application for a declaration of status 
pursuant to §2(a)(4) of the act. The 
subsidiary was held not to be a gas utili- 
ty company within the meaning of the 
act and exemption was granted. Conse- 
quently the application of the parent 
company was dismissed as being un- 
necessary. 

The evidence showed that the subsidi- 
ary was primarily engaged in the pro- 
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Other Important Rulings 


HE Securities and Exchange Com- 

mission, in granting an application 
for the exemption of securities under 
§6(a) of the Holding Company Act, 
held that the existence in the property 
account of sums representing partial 
cost of properties since retired, and of 
bond discount and expense attributable 
to bonds which had been refunded by 
present bonds, required a continuing ex- 
amination as to the propriety of divi- 
dends on common stock under § 12(c) 
of the act. Re Wisconsin Public Service 
Corp. et al. (File No. 70-232, Release 
No. 2559). 


The Securities and Exchange Com- 
mission announced tentative conclusions 
under § 11 of the Holding Company Act 
to the effect that a single integrated sys- 
tem of a company having properties in 
various parts of the United States should 
be the system concentrated in North 
Carolina and Virginia, or, alternatively, 
in the Gulf states, to the exclusion of 
its properties in any other part of the 
country. Re Engineers Public Service 
Co. et al. (File No. 59-4, Release No. 
2607). 


A contract between a municipality and 
the Tennessee Valley Authority to sup- 
ply the city with electricity for a period 
of years was held by the Kentucky Court 
of Appeals to be ultra vires, since the 
contract permitted the authority to con- 


duction and sale of crude petroleum and 
casinghead and natural gas at wholesale 
and to large industrial consumers. The 
company also sold small amounts of gas 
at retail in communities and to isolated 
consumers near its wells and gathering 
lines. Over a period of ten months only 
about 2.69 per cent of its revenues were 
derived from retail sales of gas. Re 
South Penn Oil Co. et al. (File Nos. 
31-495, 31-496, Release No. 2625). 


trol the active operation and management 
of the system, and the city had bound 
itself not to change the method of op- 
eration or rates without permission of 
the authority. City of Middlesboro et al. 
v. Kentucky Utilities Co. et al. 146 SW 
(2d) 48. 


The Texas Court of Civil Appeals 
held that a motor carrier confining its 
services to the transportation of one 
commodity may be either a common car- 
rier or a contract carrier, and that the 
holder of a special commodity permit 
to transport specified articles, soliciting 
business, is a common carrier even 
though the permit recites the intention 
not to operate as a common or contract 
motor carrier. Austin Fireproof Ware- 
house Transfer Co. v. Faltinson, 144 
SW (2d) 905. 


The California commission author- 
ized railroads to charge less than mini- 
mum rates, where a proposed rate would 
return substantially more than the pro 
rata operating costs, in order to meet 
the cost which might be incurred through 
other transportation means, and upon 
a record persuasive that substantial ton- 
nage would be diverted from for-hire 
to proprietary carriage unless the pro- 
posed rates were established. Re Rates, 
Rules, and Regulations of Common 
Carriers (Decision No. 33948, Case No. 
4246). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE HARTFORD ELECTRIC LIGHT CO. 


FEDERAL POWER COMMISSION 


Re Hartford Electric Light Company 


[Opinion No. 58, Docket No. IT-5560.] 


Statutes, § 16 — Interpretation — Policy declaration — Effect on other provisions. 
1. The declaration of policy in § 201(a) of the Federal Power Act, 16 USCA 
§ 824(a) that Federal regulation over public utilities shall extend only to 
those matters which are not subject to regulation by the states does not sup- 
plant the express regulatory provisions of the statute, but, as a declaration 
of policy, it may be a guidepost in the exercise of administrative discretion ; 
and it cannot be construed to mean that it eliminates any regulation pre- 
scribed in Parts II and III of the Federal Power Act merely because such 
regulation may be exercised by the states, p. 196. 


Accounting, § 3 — Jurisdiction of Federal Power Commission — Effect of state 
regulation. 
2. A public utility engaged in both interstate and intrastate commerce is 
subject to accounting orders of the Federal Power Commission, although its 
accounting may also be subject to state regulation, p. 197. 


Public utilities, § 21 — Tests of status — Charters — Acts. 


3. The question whether an electric company may, under its charter, en- 
gage in interstate commerce is irrelevant in a proceeding to determine wheth- 
er the company is a “public utility” within the meaning of the Federal Pow- 
er Act, since regulatory jurisdiction is not invoked by what the charter pro- 
vides but by what the company does, p. 198. 


Interstate commerce, § 22 — What constitutes — Electricity. 


4. Electricity generated by a company in one state, delivered to another com- 
pany for transmission, passed through transformers in the other company’s 
substation, and transmitted across the state line for resale, is transmitted and 
sold in interstate commerce, notwithstanding the fact that the transmission 
is by facilities owned in part by the generating company and in part by the 
other company, or the fact that title to the energy is said to change at a 
point of delivery within the state, or that the other company is interposed 
as an intermediary in the sale, p. 198. 


Electricity, § 2.1 — Jurisdiction of Federal Power Commission — Local genera- 
tion and distribution. 

5. An electric company is not exempt from the jurisdiction of the Federal 
Power Commission, on the ground that its electric facilities are in the nature 
of generating facilities or facilities used for local distribution, although the 
company delivers energy to another company at the bushings on the wall of 
the generating plant for the transmission and sale of electric energy in inter- 
state commerce, p. 199. 


Interstate commerce, § 34.1 — Scope of Federal Power Act — What constitutes 
public utilities. 


6. A company which generates electricity and delivers energy at bushings 
on the walls of its generating plant to a company which transmits the energy 
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across the state line for sale in another state is a public utility within the 
meaning of the Federal Power Act, p. 200. 


[February 25, 1941.] 


O RDER directing company to show cause why it has failed to 

comply with orders of Federal Power Commission; re- 

spondent held to be a public utility within meaning of Federal 
Power Act and ordered to comply with orders. 


APPEARANCES: For The Hart- 
ford Electric Light Company, E. Bar- 
rett Prettyman and Austin D. Barney 
(Hewes, Prettyman, Awalt and Smid- 
dy, of Counsel) ; for the Federal Pow- 
er Commission, George E. Levings 
and Daryal A. Myse (William S. 
Youngman, Jr., General Counsel, and 
Gregory Hankin, Special Counsel, of 
Counsel). 


By the Commission: Upon con- 


sideration of the order issued to The 
Hartford Electric Light Company 


(hereinafter referred to as Hartford), 
to show cause why it failed to comply 
with Order No. 42 prescribing a uni- 
form system of accounts for public 
utilities and with various subsequent 
orders requiring the filing of data and 
information relating to the original 
cost of Hartford’s plant facilities ; and 
upon consideration of Hartford’s an- 
swer and all subsequent proceedings 
pertaining thereto, the Commission 
finds as follows: 

1. Hartford is a Connecticut corpo- 
ration engaged in the business of gen- 
erating, transmitting, distributing, and 
selling electric energy in, and in the 
vicinity of, the city of Hartford, Con- 
necticut. 

2. Hartford owns approximately 
9.19 per cent of the common stock of 
the Connecticut Power Company, the 
remainder of whose stock is widely 
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distributed. Four of the eleven direc- 
tors of Hartford are among the four- 
teen directors of the Connecticut Pow- 
er Company. Two of its principal 
officers, including the president, are 
the same in both companies. 

3. Prior to the enactment of Part 
II of the Federal Power Act in 1935, 
Hartford was a member of the Con- 
necticut Valley Power Exchange 
(hereinafter referred to as the Ex- 
change). The membership of the Ex- 
change consisted of Massachusetts and 
Connecticut companies and was 
formed and operated for the purpose 
of exchanging large amounts of elec- 
tric energy at incremental cost, be- 
tween and among the companies in 
Massachusetts and Connecticut. Hart- 
ford, as a member of the Exchange, 
furnished and sold at wholesale to the 
Exchange large quantities of electric 
energy generated by it. Among the 
facilities employed by Hartford in this 
transmission and sale of electric ener- 
gy were: 

(a) Facilities between the connec- 
tions on its generators and a substa- 
tion immediately outside its generat- 
ing plant; 

(b) The substation together with 
the usual electric apparatus, trans- 
formers, suitable connections, and 
switches; and 

(c) A double-circuit transmission 
line, owned and operated by the Con- 
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RE HARTFORD ELECTRIC LIGHT CO. 


necticut Power Company, connecting 
the substation with the facilities of a 
Massachusetts member of the Ex- 
change. 

The Connecticut Power Company 
was not a member of the Exchange, 
and the wholesale transactions be- 
tween Hartford and the Exchange 
were carried on directly, except that 
the transmission line of the Connecti- 
cut Power Company was used as the 
connecting link between Hartford and 
other members of the Exchange. 

4. In 1936 Hartford withdrew 
from the Exchange; the Connecticut 
Power Company became a member of 
the Exchange; and Hartford trans- 
ferred to the Connecticut Power Com- 
pany the facilities from the bushings 
on the wall of its generating plant to 
and including the substation, retaining 
the facilities between its generators 
and its bushings. Hartford then en- 
tered into a contract with Connecticut 
Power Company for the interchange 
of electric energy at wholesale at Hart- 
ford’s incremental cost of generation. 


The amount of energy sold by 
Hartford to Connecticut Power Com- 
pany has exceeded the latter’s require- 
ments in the state of Connecticut. and 
such excess has been used by the lat- 
ter company in connection with the 


operation of the Exchange. In this 
operation, electric energy generated by 
Hartford is transmitted across the 
Connecticut-Massachusetts state line 
for resale and consumption in Massa- 
chusetts. Thus, the energy has been 
interchanged by the members of the 
Exchange in substantially the same 
manner as prior to the withdrawal of 
Hartford from the Exchange, except 
that the sales were carried on, not be- 
tween Hartford and the Exchange di- 


rectly, but through the Connecticut 
Power Company. 

So far as the physical facts are con- 
cerned, the interchange of electric en- 


_ ergy in the normal course of business 


between Hartford’s steam electric gen- 
erating system and the hydroelectric 
generating systems of the Massachu- 
setts members of the Exchange has 
been maintained in the same manner as 
it was prior to the withdrawal of Hart- 
ford from membership in the Ex- 
change. 

5. The transmission of electric en- 
ergy from Hartford’s generators to 
the Massachusetts members of the Ex- 
change is direct and almost instanta- 
neous. Among the facilities owned 
and operated by Hartford and used 
in the sale at wholesale and in the 
transmission of electric énergy are the 
facilities from the connections on its 
generators to the bushings on the wall 
of its steam generating plant. In this 
transmission, the voltage of the guid- 
ing system is changed by means of 
transformers in the Connecticut Pow- 
er Company’s substation, and the con- 
duction current is correspondingly 
changed, but this does not change the 
fact that the facilities owned and op- 
erated by Hartford are used in the 
transmission and sale of electric ener- 
gy between Hartford and the Massa- 
chusetts members of the Exchange. 

6. On June 16, 1936, the Commis- 
sion issued Order No. 42 prescribing 
a uniform system of accounts for pub- 
lic utilities and licensees, effective Jan- 
uary 1, 1937. This included Electric 
Plant Accounts Instruction 2—-D which 
required submission of proposed en- 
tries not later than January 1, 1939, 
On May 11, 1937, the Commission is- 
sued an order directing all public util- 
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ities to submit specified data, state- 
ments, and information relating to 
original cost and related matters, sup- 
plemental to the information required 
in Electric Plant Accounts Instruction 
2-D. These orders were served upon 
Hartford, but Hartford has failed to 
comply. 
Opinion 

On July 14, 1939, this Commission 
issued an order directing The Hart- 
ford Electric Light Company to show 
cause why it had failed to comply with 
Order No. 42, and with various sub- 
sequent orders requiring the filing of 
specific data and information relating 
to the original cost of its plant facili- 
ties. Hartford filed answers in which 
it claimed among other things that it 
was not subject to our requirements 
because (1) it is subject to complete 
regulation by the state of Connecticut, 
including accounting regulation; (2) 
assuming that the state regulation does 
not exclude regulation by this Com- 
mission, it is not a “public utility” 
within the meaning of the Federal 
Power Act; and (3) assuming that it 
is a public utility, the facilities which 
it uses in the transmission and sale of 
electric energy are generating facilities 
or facilities for local distribution and, 
therefore, are exempt from our juris- 
diction. We think these contentions 
are without merit. 

[1] Hartford, in support of its first 
contention, relies on § 201(a)? 16 
USCA § 824(a) of the act which con- 


tains a declaration of policy that Fed- 
eral regulation over public utilities 
shall “extend only to those matters 
which are not subject to regulation by 
the states.” It argues that, since the 
state of Connecticut may regulate 
Hartford’s accounting practices, our 
regulations are excluded. 

Section 201(a) of the act, supra, 
it must be noted, is only a declaration 
of policy, and does not supplant the 
express regulatory provisions of the 
statute. As a declaration of policy, it 
may be a guidepost in the exercise of 
administrative discretion. But the 
reasonable import of the section can- 
not be construed to mean that it elimi- 
nates any regulation prescribed in 
Parts II and III of the Federal Power 
Act merely because such regulation 
may be exercised by the states. 

“Matters which are not subject to 
regulation by the states” may mean 
matters which are beyond the consti- 
tutional power of the states, or mat- 
ters which the states do not in fact reg- 
ulate. If the phrase is taken in its 
former meaning, then it may well be 
said that there is hardly a provision 
in the Federal Power Act which does 
not, to some extent, come within the 
constitutional powers of the states. If 
the phrase is taken in its latter mean- 
ing, then the provisions of Parts II 
and III of the act would have appli- 
cation only in those states and only to 
those matters as to which the states 
have not exercised their powers; in 
other words, the Federal Power Act 





1 Section 201(a) of the Federal Power Act 
provides : ; 

“(a) It is hereby declared that the business 
of transmitting and selling electric energy for 
ultimate distribution to the public is affected 
with a public interest, and that Federal regu- 
lation of matters relating to generation to the 
extent provided in this part and the part next 


following and of that part of such business 
which consists of the transmission of electric 
energy in interstate commerce and the sale of 
such energy at wholesale in interstate com- 
merce is necessary in the public interest, such 
Federal regulation, however, to extend only 
to those matters which are not subject to 
regulation by the states.” 
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would not be a statute of general ap- 
plication throughout the United 
States, but a means of local regulation. 
Except where otherwise specifically 
provided,* congressional legislation 
must be regarded as regulation of gen- 
eral application. Thus, if § 201(a), 
supra, should be interpreted to mean 
that it supersedes the express regula- 
tory provisions in the statute, two con- 
clusions are inescapable. Either the 
entire statute becomes a nullity, or the 
statute becomes one of indeterminate 
local application. Either result is 
absurd. It must, therefore, be con- 
cluded that the declaration of policy 
in § 201(a) does not supplant the ex- 
press statutory provisions. 

[2] The orders in question were is- 
sued under §§ 301(a) and 208 of the 
Federal Power Act, 16 USCA §8§ 825 
(a), 824g. Section 301(a), supra, 
authorizes us to prescribe a uniform 
system of accounts for public utilities 
within the meaning of the act, and to 
prescribe such rules and regulations as 
may be necessary or appropriate for 
purposes of the administration of this 
act, “including accounts, records, and 
memoranda of the generation, trans- 
mission, distribution, delivery, or sale 
of electric energy, the furnishing of 
service or facilities in connection there- 
with, and receipts and expenditures 
with respect to any of the foregoing.” 
It would appear that this section would 
have been sufficient authority, not only 
for our Order No. 42, but also for the 


subsequent orders referred to in our 
rule to show cause. However, § 208 
(b) of the act, supra, in express terms 
requires every public utility, upon re- 
quest, to file an inventory of all or any 
part of its property and a statement of 
the original cost thereof. Thus, there 
is also express statutory authority for 
the order of May 11, 1937. 

Proper accounting is, of course, 
necessary as a basis for regulation of 
both interstate and intrastate matters. 
Under § 301(a) of the Federal Power 
Act, supra, public utilities engaged in 
interstate commerce are subject to our 
accounting regulations. Hartford, as 
a public utility engaged both in inter- 
state and intrastate commerce, is sub- 
ject to our accounting orders, just as 
an interstate carrier which is also en- 
gaged in intrastate commerce is sub- 
ject to the accounting orders of the 
Interstate Commerce Commission. 


There is, however, one important 


difference. Unlike the accounting 
provisions in the Interstate Com- 
merce Act,? § 301(a) prescribes “that 
nothing in this act shall relieve any 
public utility from keeping any ac- 
counts, memoranda, or records which 
such public utility may be required to 
keep by or under the authority of the 
laws of any state.” Obviously, by this 
language Congress expressly recog- 
nized that public utilities may be sub- 
ject to both state and Federal regula- 
tion. It provided that the Federal reg- 
ulation shall not be a bar to state regu- 





2Some of the provisions in the Federal 
Power Act are expressly made applicable only 
where there is no regulation by the states. 
See, for example, § 10(e), 16 USCA § 803 
(e), with respect to expropriation of excessive 
profits; § 19, 16 USCA § 812, with respect 
to rates chargeable by licensees; § 204(f), 16 
USCA § 824c (f), with respect to issuance of 
securities. 


8In Interstate Commerce Commission v. 
Goodrich Transit Co. (1912) 224 US 194, 211, 
56 L ed 729, 32 S Ct 436, it was held that § 20 
of the Interstate Commerce Act authorized the 
Commission, in its discretion, “to require a 
uniform system of accounting, and to prohibit 
other methods of accounting than those which 
the Commission may prescribe.” (p. 215) 
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lation, but it certainly did not provide 
or intend that state regulation shall be 
a bar to Federal regulation. In Re 
Northern States Power Co., F. P. C. 
Project No. 108, Opinion No. 21-B. 

[3] As a basis for its second con- 
tention, Hartford claims that it is not 
a “public utility” within the meaning 
of the Federal Power Act because it 
does not, and under the terms of its 
charter it cannot, transact business in 
interstate commerce. The question 
whether Hartford may, under its char- 
ter, engage in interstate commerce is 
irrelevant to this proceeding. Our 


regulatory jurisdiction is not invoked 
by what Hartford’s charter provides, 
but by what Hartford does. Terminal 
Taxicab Co. v. Kutz, 241 US 252, 
253, 60 L ed 984, PUR1916D 972, 36 
S Ct 583, Ann Cas 1916D 765. 

[4] 


It is pertinent to consider, 
therefore, whether Hartford is in fact 
engaged in interstate commerce. The 
record clearly shows that part of the 
electric energy which Hartford sells is 
ultimately consumed in Massachusetts 
but the company maintains that nei- 
ther the transmission nor the sale is in- 
terstate, because the voltage of the 
guiding system or of the energy is 
changed as it passes through the trans- 
formers in the Connecticut Power 
Company’s substation. Hartford 
claims that a transformation or proc- 
essing takes place which results in 
the transmission and resale of a prod- 
uct by the Connecticut Power Com- 
pany different from the product gen- 
erated and sold by Hartford to the 
same company. 

We think the contention is untena- 
ble. Electric energy is capacity for 
doing work by means of an electrical 
system; a cause is generated at one 
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point and simultaneously an effect not- 
ed at another. Whatever changes may 
take place, the fact remains that it is 
electric energy that enters the trans- 
formers at the substation and electric 
energy that emerges therefrom. There 
is no interruption in the transportation 
or transmission of the electric energy, 
and the transformers are an integral 
part of the system by means of which 
the energy sold by Hartford is trans- 
mitted to and resold for consumption 
in Massachusetts. 

The company relies on South Caro- 
lina Power Co. v. South Carolina Tax 
Commission (1931) 52 F(2d) 515, 
as authority to the contrary. We have 
no difficulty in distinguishing that 
case. There the question was whether 
a state could constitutionally impose a 
tax on electric energy which had been 
imported from another state. Here 
the question is whether the Federal 
government may exercise its regula- 
tory power over persons transmitting 
or selling electric energy from one 
state to another. The state taxing 
power is limited by the Commerce 
Clause only if the tax burdens or dis- 
criminates against interstate com- 
merce;* it does not follow that the 
Federal regulatory power begins only 
where the state taxing power ends. 

Upon the facts found herein, we are 
of the opinion that the energy generat- 
ed by Hartford in Connecticut is 
transmitted and consumed in another 
state and that electric ard other facili- 
ties owned and operated by Hartford 
are used in the transmission and sale 
of this energy. These are transmis- 
sions and sales at wholesale in inter- 





4East Ohio Gas Co. v. Tax Commission 
(1931) 283 US 465, 75 L ed 1171, 51 S Ct 
499; Utah Power & Light Co. v. Pfost (1932) 
286 US 165, 178, 76 L ed 1038; 52 S Ct 548. 
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state commerce. Texas & N. O. R. 
Co. v. Sabine Tram Co. (1913) 227 
US 111, 123, 57 L ed 442, 33 S Ct 
229 ; Rhode Island Pub. Utilities Com- 
mission v. Attleboro Steam & Electric 
Co. 273 US 83, 86, 71 Led 549, PUR 
1927B 348, 47 S Ct 294. (The fact 
that the transmission is by facilities 
owned in part by Hartford and in 
part by another (a related company), 
or the fact that the title to the energy 
is said to change at a point of delivery 
within the state, or that the Connecti- 
cut Power Company is interposed as 
an intermediary in the sale, does not 
rob either the transmission or the sale 
of its interstate character.) Texas 


v. Eastern Texas R. Co. 258 US 204, 
66 L ed 566, PUR1922D 277, 42 S Ct 
281; United States v. Rock Royal Co- 
dperative (1939) 307 US 533, 568, 
83 L ed 1446, 59 S Ct 993; see also 
Currin v. Wallace (1939) 306 US 1, 


83 L ed 441, 59 S Ct 379; Mulford 
v. Smith (1939) 307 US 38, 83 L ed 
1092, 59 S Ct 648. 

[5] Finally, Hartford urges, in 
support of its third contention, that 
even if it were engaged in the trans- 
mission and sale of electric energy in 
interstate commerce, it is exempt from 
our jurisdiction under § 201(b) ° of 
the act, because the electrical facilities 
are in the nature of generating facili- 
ties or facilities used for local distribu- 
tion. It argues that under § 201 (e) of 


the Federal Power Act, a public utility 
is defined as “any person who owns or 
operates facilities subject to the juris- 
diction of the Commission”; that un- 
der § 201(b) generating and local dis- 
tribution facilities are excluded from 
our jurisdiction ; that the facilities be- 
tween the generators and the bushings 
on the wall of its steam generating 
plant are facilities used for generation 
and local distribution of electric en- 
ergy; ergo, these facilities are not 
within our jurisdiction and, therefore, 
Hartford is not a public utility within 
the meaning of the act. 

We cannot accept these contentions 
of Hartford, because: 

First. Clearly, the facilities in 
question are not used for local dis- 
tribution, nor are the facilities between 
the generators and the bushings on the 
wall of the steam generating plant 
used for generating electric energy. 

Second. These physical facilities 
are only some, but by no means all, 
of the facilities used in the sale of elec- 
tric energy. The entire corporate or- 
ganization of Hartford, its contracts, 
its books of account, its instrumentali- 
ties for billing and collecting, as well 
as its electric facilities, are used in the 
sale of electric energy in interstate 
commerce. 

Third. Hartford’s contention is 
wrong in its analysis of § 201(b) of 
the act. The first sentence of this sec- 





5Section 201(c) provides that “electric en- 
ergy shall be held to be transmitted in inter- 
state commerce if transmitted from a state 
= consumed at any point outsidé there- 
0 


8 Section 201(b) provides: 

“(b) The provisions of this part shall apply 
to the transmission of electric energy in inter- 
state commerce and to the sale of electric 
energy at wholesale in interstate commerce, 
but shall not apply to any other sale of elec- 
trict energy or deprive a state or state Com- 
mission of its lawful authority now exercised 
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over the exportation of hydroelectric energy 
which is transmitted across a state line. The 
Commission shall have jurisdiction over all 
facilities for such transmission or sale of elec- 
tric energy, but shall not have jurisdiction, 
except as specifically provided in this part and 
the part next following, over facilities used for 
the generation of electric energy or over fa- 
cilities used in local distribution or only for 
the transmission of electric energy in intra- 
state commerce, or over facilities for the trans- 
mission of electric energy consumed wholly 
by the transmitter.” 
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tion sets forth the scope of the opera- 
tion of the act; namely, that its pro- 
visions shall apply to the transmission 
of electric energy in interstate com- 
merce and to the sale of electric energy 
at wholesale in interstate commerce. 
The first clause in the second sentence 
defines our jurisdiction over facilities. 
It is an all-inclusive provision to the 
effect that our jurisdiction shall extend 
over all facilities for transmission or 
sale of electric energy in interstate 
commerce. The second clause of the 
second sentence indicates the types of 
facilities which are without the ambit 
of our regulatory power, but this is 
not an all-inclusive provision. This 


exception to our jurisdiction is itself 
subject to a further exception, to wit: 
“except as specifically provided in this 
part and the part next following.” 
In other words, § 201(b), after defin- 
ing the scope of our regulatory power 


and jurisdiction, provides that, in re- 
spect of certain types of facilities, we 
shall not exercise our regulatory pow- 
ers, except as provided in Parts II and 
III of the act. 

The object of this provision was to 
limit the extent of regulation we may 
exercise in respect of generation or lo- 
cal distribution facilities ; but there are 
some forms of regulation which we 
are given specific authority to exercise 
in respect of generation and local dis- 
tribution facilities, subject only to lim- 
itations found in the act itself. For 
example, under § 207, 16 USCA 
§ 824f, we may require that adequate 
interstate service be rendered. This 
authorizes us to require that electric 
energy be generated. We may thus 
exercise regulatory control over gen- 
eration facilities, however, subject to 
the limitation in that section that we 
37 PUR(NS) 


may not require the enlargement of 
such facilities. 

There are also some provisions of 
the act, notably §§ 301(a) and 208, 
under which were issued the orders 
pertinent to this case, which vest regu- 
latory powers in us, applicable alike 
to generation, transmission, distribu- 
tion, and other types of facilities. As 
we have indicated, § 301(a) requires 
public utilities to keep books of ac- 
count, in the manner prescribed by us 
“including accounts, records, and 
memoranda of the generation, trans- 
mission, distribution, delivery and sale 
of electric energy.” Here generation 
and distribution are subject to the 
same regulatory power as are trans- 
mission, delivery, and sale. Likewise, 
§ 208, as we indicated, requires every 
public utility, upon request, to file an 
inventory of “all or any part of its 
property,” and a statement of the orig- 
inal cost thereof. This, of course, in- 
cludes generation and distribution fa- 
cilities, as well as any other facilities. 

Therefore, assuming that the facil- 
ities in question in this case, in addi- 
tion to being used for transmission 
and sale in interstate commerce, were 
also used in generation and local dis- 
tribution, there would still be no merit 
in the contention that they are facili- 
ties without our jurisdiction and that, 
therefore, Hartford is not a public 
utility within the meaning of the act. 


Conclusion 


[6] In view of the above, it must 
be concluded that Hartford is a public 
utility within the meaning of the Fed- 
eral Power Act and that it must com- 
ply with Order No. 42 and the subse- 
quent orders referred to in our order 
to show cause. 
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An order will be entered according- 
ly. 

Order Requiring Compliance with Or- 
der No. 42 and Orders Supple- 
mental Thereto 
Upon consideration of the rule to 

show cause issued by this Commission 

on July 14, 1939, requiring The Hart- 
ford Electric Light Company to show 
cause why it had failed to comply with 

Order No. 42 and with various sub- 

sequent orders requiring the filing of 

specific data and information relating 
to the original cost of its electric plant 
facilities; upon consideration of the 
answers filed, the evidence and argu- 
ments adduced, the briefs filed, the 

Commission, for the facts found and 

reasons set forth in its Opinion No. 


58, filed this day [printed herewith] 
and by reference made a part hereof, 
orders that: 

(1) The Hartford Electric Light 
Company be and it is hereby required 
to comply with Order No. 42 and with 
the various orders of the Commission 
relating to the filing of data and in- 
formation by “public utilities” within 
the meaning of the Federal Power 
Act; 

(2) The Hartford Electric Light 
Company shall, within ninety days 
from the date of this order, file with 
the Commission the data and informa- 
tion required by Electric Plant Ac- 
counts Instruction 2—D of the Uni- 
form System of Accounts and the 
Commission’s order of May 11, 1937. 
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Re Sandy River Electric Cooperative, 
Incorporated 


[U. 1631.] 


Corporations, § 13 — Charter powers — Codperative organization. 
1. The issuance of a certificate of organization of a codperative corpora- 
tion, including and declaring purposes which are ultra vires under the stat- 
ute under which the corporation is organized, does not make such purposes 


lawful, p. 206. 


Corporations, § 12 — Corporate purposes — Statutory restrictions. 
2. The purpose of a corporation may be limited by the governing statutes 


as well as the general law, p. 206. 


Corporations, § 13 — Charter purposes — Ultra vires. 
3. Mention of unauthorized purposes in articles of incorporation does not 
vitiate the incorporation but the unauthorized provisions will simply be in- 
operative, and acts done in pursuance thereof will be void, p. 206. 


Monopoly and competition, § 8 — Jurisdiction of Commission — Designation of 


territory — Codperatives. 


4. A cooperative incorporated under Chap. 230, Public Laws of 1931, must, 
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whether a public utility or not, apply to the Commission for designation of 
territory in which the cooperative might serve pursuant to the provisions of 
that statute relating to service by codperatives in territory where service 
cannot be obtained at reasonable rates, p. 206. 


Mutual companies, § 2 — Jurisdiction of Commissicn — Codperatives. 
5. The Commission has jurisdiction over codperatives formed under Chap. 
230, Public Laws of 1931, especially in the matter of designation of terri- 
tory, p. 206. 


Statutes, § 17 — Construction — Application as a whole. 
6. A corporation organized under a particular statute cannot pick out part 
of the statute for it to follow and disregard the rest of the statute, but it 
must take all or none of the provisions of the act applicable to it, p. 206. 


Monopoly and competition, § 54.1 — Electric coéperatives — Unserved territory 
under statute. 

7. The Commission, in designating territory in which a codperative may op- 
erate under Chap. 230, Public Laws of 1931, on the ground that a public 
utility does not supply reasonable adequate service at reasonable rates, must 
deal with each public utility which is a respondent in a proceeding by a 
cooperative to obtain such a designation, and the failure of any one of them 
to furnish such service can have no effect upon the remaining companies, 
but each must be brought within the plain statements of the statute, 
p. 211. 


Monopoly and competition, § 44 — Inability to receive service. 
8. No one can truthfully claim that he is unable to receive service, under a 
statute providing for operation by a cooperative where persons are “unable 
to receive service,” unless that individual has asked the utility in the terri- 
tory for service, p. 212. 


Monopoly and competition, § 44 — Competition by codperatives — Inability to get 
service. 
9. Inability to receive service is a present inability, under a statute permit- 
ting service by an electric codperative in an area where persons are “unable 
to receive service,” and evidence of requests from an electric company for 
service several years before is insufficient, p. 212. 


Monopoly and competition, § 38 — Competition by coéperatives — Inability to get 
service — Rates. 
10. Inability to get service at reasonable rates, within the meaning of a 
statute permitting service by an electric coOperative in an area where persons 
are “unable to receive service” under reasonable rates, was shown where per- 
sons beyond the end of an extension were left without service except at 
rates they could not afford to pay, p. 213. 


Monopoly and competition, § 38 — Competition by codperatives — Rate com- 
parisons. 

11. Inability to obtain service from an existing utility under reasonable rates 
so as to authorize the designation of territory to be served by a codperative 
electric corporation was not shown where, on the basis of assumptions as 
to usage per customer to be developed by the codperative, schedules of the 
present utility would give the customers even lower rates than those pro- 
posed by the codperative, p. 214. - 
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Monopoly and competition, § 13 — Powers of Commission — Restraint on ex- 


tension. 


12. The Commission has no authority to restrain electric utility companies 
for extending their lines further in the area covered by their franchises but 
which, at the same time, are areas sought by a codperative electric corpora- 


tion to be designated to it, p. 217. 


[February 25, 1941.] 


ETITION by electric codperative for consent to furnish elec- 
tricity in certain territory; granted in part. 


APPEARANCES: John T. Quinn, 
Bangor, for Electric Cooperative 
Owners; Melvin Hartung, Washing- 
ton, for Rural Electrification Admin- 
istration; Carroll N. Perkins, Water- 
ville, for Central Maine Power Com- 
pany; John Mahon, Lewiston, for 
Maine Consolidated Power Company, 
and C. O. Sturtevant; E. Donald 
Finnegan, Bangor, for Sandy River 
Electric Cooperative; William Wise, 
Washington, for Rural Electrification 
Administration. 


By the Commission: Sandy River 
Electric Cooperative, Inc., is a corpora- 
tion organized under the laws of the 
state of Maine. Its Articles of Agree- 
ment state: 

“In accordance with the provisions 
of Chaps. 56 and 68 of the Revised 
Statutes of the state of Maine, A. D. 
1930, and Chap. 230 of the Public 
Laws of Maine, A. D. 1931, and all 
acts amendatory thereof or additional 
thereto, we, the undersigned, in behalf 
of ourselves, our associates, successors 
and assigns, hereby associate together 
for the purpose of forming a corpora- 
tion under the laws of the state of 
Maine, to be called Sandy River Elec- 
tric Cooperative, Inc., to carry on a 
lawful business for the following pur- 
poses, to wit: Pa 

The Cooperative in its petition, 
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amendment, and briefs filed with this 
Commission asserts it is not a public 
utility. It issued one nondividend 
share or participating certificate to each 
member of the Cooperative. Ifa sur- 
plus should ever obtain after necessary 
expenses, the plan proposes a propor- 
tionate participation therein according 
to amount of electric energy used by 
each member. Among other provi- 
sions as to membership is the require- 
ment that the person must be accepted 
for membership by the board of direc- 
If one fails 


tors or by the members. 
of acceptance by the directors, his ap- 
plication goes before the membership 
for acceptance or rejection. Service is. 
intended only for shareholders and not 


for the public. As yet no pole lines 
have been constructed. 

The Cooperative submitted at the 
hearing a plan showing a proposed 
rural pole line with side extensions ap- 
proximating a total length of 77 miles 
in Kennebec, Somerset, and Franklin 
counties in this state and requested of 
this Commission territorial designa- 
tion. 

Three respondents appeared and as- 
serted the petitioner proposed a rural 
line covering 81.6 miles and that, while 
not actually serviced, this rural area is 
in the franchise territories of the re- 
spondents, all being public utilities, to 
wit: 41.7 miles in territory of the 
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Maine Consolidated Power Company, 
including territory serviced by C. O. 
Sturtevant (formerly Farmington 
Falls Light & Power Company), and 
39.9 miles in territory covered by the 
franchise of the Central Maine Power 
Company. The plan of the Coopera- 
tive provides, if territorial designation 
is made by this Commission, for fi- 
nancing by the Rural Electrification 
Administration under a Federal act 
which provides for the financing of 
rural cooperatives in areas not within 
the boundaries of any community in 
excess of 1,500 inhabitants. That is 
presumably a matter between the Co- 
operative and the Rural Electrification 
Administration, but the United States 
Census classes some communities list- 
ed in the petitioner’s schedule as having 
in excess of 1,500 inhabitants. 

The order of proceedings to date in 
this matter thus appears: The San- 
dy River Electric Cooperative, Inc., 
was incorporated under Chap. 230 of 
the Public Laws of 1931 on July 24, 
1940, and the special fees paid there- 
under. 

On September 24, 1940, the Cooper- 
ative filed a petition with this Com- 
mission which contained the following 
prayer: 

“WHEREFORE your petitioner re- 
spectfully prays that your honorable 
Commission will consent to, and grant 
its license, permit, and franchise to 
your petitioner, the said Sandy River 
Electric Cooperative, Inc., as provid- 
ed for in § 3 of Chap. 68 of the Re- 
vised Statutes of 1930 of the state of 
Maine, and give to it the power and au- 
thority to make, generate, furnish, dis- 
tribute, sell, and supply electricity for 
lighting, heating, manufacturing, and 
mechanical purposes to its members 
3° PUR(NS) 


within the towns of Chesterville, 
Farmington, Industry, New Sharon 
and New Vineyard, all in said county 
of Franklin ; and in the towns of Rome 
and Vienna, both in the county of Ken- 
nebec in the state of Maine; and in the 
towns of Anson, Mercer, Norridge- 
wock, Smithfield, and Starks, all in 
the county of Somerset and state of 
Maine; in the territory of said towns 
as shown on the attached map marked 
‘Exhibit A’ and identified by the sig- 
nature of Albert L. Fitch, President of 
the said Sandy River Electric Coop- 
erative, Inc., and the seal of said Co- 
operative.” 

Public hearings were held in the 
town of New Sharon in the area 
affected on October 8 and October 
23, 1940. Attorneys appeared for the 
petitioner Cooperative, Cooperative 
shareholders, the Rural Electrification 
Administration, Central Maine Power 
Company, the Maine Consolidated 
Power Company, and C. O. Sturte- 


vant. 


By decree dated November 19, 1940, 
the Commission dismissed the petition. 
This decree forwarded to all parties in 
interest on the record speaks for itself, 
and no appeal was taken therefrom. 
In substance, the decree set forth that 
the then pending petition, instead of 
seeking rights exclusively through 
Chap. 230, Public Laws of 1931, un- 
der which it was organized, requested 
consent to furnish electricity under 
§ 3 of Chap. 68 of the Revised Stat- 
utes of 1930. As petitioner insisted 
it was not a public utility, § 3 
of Chap. 68 aforesaid, and also § 4 
of the same chapter, apply only to a 
public utility seeking rights and con- 
sents, and this the Sandy River Elec- 
tric Cooperative, Inc., stated it was not. 
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Hence dismissal of pending petition. 
Sections 3 and 4 of Chap. 68 of the 
Revised Statutes of 1930 read as fol- 
lows: 

“Sec. 3. Organization of  tele- 
graph, telephone, electric, and gas com- 
panies. Revised Statutes Chap. 60, § 3. 
Corporations for the operation of tele- 
graphs or telephones, and corporations 
for the operation of both telegraphs 
and telephones, and corporations for 
the purpose of making, generating, 
selling, distributing, and supplying gas 
or electricity, or both, for lighting, 
heating, manufacturing, or mechanical 
purposes, in any city or town, or two 
or more adjoining cities or towns, 
within the state, or for either or any 
of such purposes, may be organized 
under the provisions of §§ 8 to 14 in- 
clusive of Chap. 56. But no corpora- 
tion, so organized, person, or associa- 
tion shall have authority, without the 
consent of the Public Utilities Com- 
mission to furnish its service in or to 
any city or town in or to which another 
corporation, person, or association is 
furnishing or is authorized to furnish 
a similar service; provided, however, 
that any corporation authorized to 
make, generate, sell, distribute, and 
supply electricity may sell and distrib- 
ute electricity to any other corpora- 
tion similarly authorized, and may sell 
and distribute electricity to any street 
railroad company. 

“Sec. 4. Consent to be had only 
after hearing before the Public Utili- 
ties Commission. Revised Statutes 
Chap. 60, § 4. No such consent and 
no license, permit, or franchise shall be 
granted to any person, association, or 
corporation to operate, manage, or 
control any public utility of the kind 
named in the preceding section in any 
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city or town where there is in operation 
a public utility engaged in similar serv- 
ice or authorized therefor until the 
Public Utilities Commission has made 
a declaration after a public hearing of 
all parties interested that public con- 
venience and necessity require such 
second public utility.” 

On December 24, 1940, there was 
filed with this Commission a petition, 
wherein the petitioner Cooperative re- 
quested leave to reopen and to amend 
its original petition. The prayer of 
this petition reads as follows: 

“Now comes the Sandy River Elec- 
tric Cooperative, Inc., a corporation 
organized and existing under the laws 
of the state of Maine and having its 
principal place of business in New 
Sharon, in the county of Franklin and 
said state of Maine, respectfully prays 
that the Commission permit the peti- 
tioner to reopen U # 1631 and that 
the said petitioner be permitted to 
amend its petition heretofore filed, as 
follows: 

“Sandy River Electric Cooperative, 
Inc., a corporation organized and ex- 
isting under the laws of 1931, Chap. 
230, in said county and state respect- 
fully petitions this Commission : 

“(1) To hold the petitioner exempt 
from the provisions of Chap. 230 relat- 
ing to the designation of territory by 
the said Commission for the reason 
that it is not a public utility, or 

“(2) In the alternative that if the 
said Commission holds that such desig- 
nation of territory is necessary and 
applicable, that the Commission desig- 
nate the territory in which the peti- 
tioner may transmit, use, and sell elec- 
tricity within the towns of Farming- 
ton, Industry, New Sharon, all in the 
county of Franklin; and in the town 
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of Rome, in the county of Kennebec, 
in the state of Maine; and in the towns 
of Anson, Mercer, Norridgewock. 
Smithfield, and Starks, all in the coun- 
ty of Somerset, and state of Maine, to 
its members within said towns. 

“(3) Petitioner requests that the 
evidence submitted before this Com- 
mission in the former hearings be em- 
bodied and become a part of this peti- 
tion.” 

In due course, by stipulation among 
the attorneys of record reaching this 
Commission January 13, 1941, it was 
agreed that the amendment be filed, 
that the evidence taken at the public 
hearings on the original petition be 
considered as if given under the 
amended petition, that the Sandy River 
Cooperative should introduce no fur- 
ther evidence, and that the respondents 
be allowed to file a statement having 
the effect of evidence, setting forth the 
progress of line extensions by them in 
the area sought to be covered by the 
Cooperative. This agreement read as 
follows: 


“Perkins, Weeks & Hutchins 
Attorneys at Law 
First National Bank Bldg. 
Waterville, Me. 


January Eleventh 1941 


E. Donald Finnegan, Esq., 
15 Columbia Street, 
Bangor, Maine. 


Dear Brother Finnegan: 

I understand our telephone conver- 
sation of this morning to be as fol- 
lows: that you are anxious to make 
progress in the Sandy river petition 
now pending before the Public Utili- 
ties Commission and that your situa- 
tion is that the amendment which was 


filed by you and referred to by me in 
my last letter to you shall be allowed, 
that it be agreed that the evidence taken 
at New Sharon shall be considered as if 
given in the amended petition, that you 
do not care to introduce any further 
evidence, but that clients represented 
by Mr. Mahon and me in lieu of fur- 
ther evidence are to have the right of 
furnishing a statement probably made 
by William Wyman which will set 
forth the situation as it has progressed 
since the date of the last hearing in 
connection with the territory approxi- 
mately as considered in your original 
petition, and that we are to file this and 
the same shall be considered as if testi- 
fied to by Mr. Wyman, and that both 
sides are to file briefs not later than 
January 20th if they so desire and that 
the Commission shall consider the 
amended petition on that evidence, in- 
cluding the statement and the law ap- 
plicable. 

I have talked with Mr. William Wy- 
man and Mr. Mahon at Lewiston and 
they are agreeable to this procedure. 

Personally, I must leave for Boston 
next Monday and shall be at a hearing 
there during all the week. If there is 
any phase of the matter to be discussed 
Mr. Hutchins of our office will have 
the matter in charge. 

With best regards, I remain, 

Sincerely yours, 
Carroll N. Perkins’ 
CNP :W 


Thereupon the various parties filed 
briefs January 20, 1941, on the law 
and fact presented. 

[1-6] The briefs necessarily argue 
the opposing views: (1) The petitioner 
denied the jurisdiction of this Commis- 
sion in the premises on the ground that 
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its regulatory power lacks the essential 
of “public use” of electrical energy by 
petitioner. (2) The petitioner states, 
if the Commission has jurisdiction, 
that evidence is present to establish 
that more than three persons, all mem- 
bers of its organization, are “not re- 
ceiving” and are “unable to receive 
service” in the territory affected at 
“reasonable rates.” (3) The Coopera- 
tive seeks to establish as a matter of 
law that the receiving of service at 
“reasonable rates’? means reasonable- 
ness from the point of view of the 
consumer—or what he can afford 
to pay. (4) The Cooperative argues 
further that while it has constructed 
no pole lines itself, the respondent 
companies, since the original petition 
was filed here, should be restrained in 
some manner by this Commission from 
constructing pole lines in the territory 
sought for designation by petitioner. 
The respondent companies assert: (1) 
That petitioner is subject to the regu- 
latory powers of this Commission. 
(2) That petitioner has failed to meet 
conditions precedent to its requested 
designation of territory by the Com- 
mission, and has not established by 
competent evidence that there are per- 
sons in the rural areas affected “not 
receiving’ and “unable to receive” elec- 
trical service at “reasonable rates,” as 
legal contemplation of these underlined 
words are intended to be applied, and 
furthermore that the words “reason- 
able rates” do not mean as a matter of 
law only such rates as consumers can 
afford to pay. 


The contentions of the various par- 


ties to this litigation have been 
thoroughly reviewed and all the evi- 
dence and exhibits have been exhaus- 
tively analyzed, and due consideration 
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has been given to public policy estab- 
lished by legislative intendment and 
to the law applicable to this statutory 
Commission, and while the Commis- 
sion will not review the arguments in 
the order of precedence of briefs, the 
main underlying points will be dis- 
cussed at more length herein than is 
customary in such proceedings. 

Prior to 1895 the legislature re- 
served to itself jurisdiction over ap- 
plications for franchise to furnish elec- 
trical service. The then existing law 
has seen various changes and amend- 
ments: Chap. 102, P. L. 1895; Chap. 
273, P. L. 1901; revised by Chap. 55, 
Rev. Stats. 1903; Chap. 129, P. L. 
1913; Chap. 336, P. L. 1915; Chap. 
60, Rev. Stats. 1916; Chap. 68, P. L. 
1916; Chap. 68, Rev. Stats. 1930; 
Chap. 230, P. L. 1931. 

As stated, the petitioner was organ- 
ized under Chap. 230, Public Laws of 
1931, which provides as follows: 

“Whenever, any electric light and 
power company does not supply rea- 
sonable adequate electric service to any 
portion of the territory in which it is 
authorized to furnish service, any three 
or more persons not receiving and un- 
able to receive service, in the said ter- 
ritory, at reasonable rates, may them- 
selves, form a corporation for the 
transmission, use, and sale of electric- 
ity in such portion of said territory as 
may be designated by the Public Util- 
ities Commission and the electric light 
and power company authorized to fur- 
nish service throughout all such terri- 
tory shall furnish the newly organized 
corporation with electric current sufh- 
cient for their needs, at reasonable 
rates to be prescribed by said Public 
Utilities Commission. Said current 
to be furnished from the transmission 
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lines of the said public utility most 
conveniently located for the purposes 
of the new corporation. 

“The certificate of the new corpora- 
tion, shall be in the form provided in 
Revised Statutes, Chap. 56, § 10, and 
the methods of organization of said 
corporation shall be in harmony with 
the requirements of Chap. 56, Revised 
Statutes of Maine and Chap. 68, Re- 
vised Statutes of Maine, except that 
the duties to be paid to the state and the 
county in which the certificate is re- 
corded shall not exceed $10; $2 to be 
paid to the register of the county for 
recording certificates; $3 to be paid 
to the attorney general of state for ap- 
proving certificate of organization and 
$5 to be paid to the treasurer of state 
for the use of the state when the cer- 
tificate is filed with the secretary of 
state.” 

It will be noted that this last named 
It limits 


act is not general in nature. 
the corporation or cooperative so 
formed thereunder to “a corporation 
for the transmission, use, and sale of 
electricity in such portion of said terri- 
tory as may be designated by the Public 
Utilities Commission.” 


To quote from the certificate of the 
Sandy River Electric Cooperative, 
Inc., its purposes are as follows: 

“(a) to generate, manufacture, 
purchase, acquire, and accumulate elec- 
tric energy for its stockholders and to 
transmit, distribute, furnish, sell, and 
dispose of such electric energy to its 
stockholders only and to construct, 
erect, purchase, lease as lessee and in 
any manner acquire, own, hold, main- 
tain, operate, sell, dispose of, lease as 
lessor, exchange and mortgage plants, 
buildings, works, machinery, supplies, 
apparatus, equipment, and_ electric 
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transmission and distribution lines or 
systems necessary, convenient, or use- 
ful for carrying out and accomplishing 
any or all of the foregoing purposes; 

“(b) to acquire, own, hold, use, ex- 
ercise and, to the extent permitted by 
law, to sell, mortgage, pledge, hypothe- 
cate, and in any manner dispose of 
franchises, rights, privileges, licenses, 
rights of way, and easements neces- 
sary, useful, or appropriate to accom- 
piish any or all of the purposes of the 
corporation ; 

“(c) to purchase, receive, lease as 
lessee, or in any other manner acquire, 
own, hold, maintain, use, convey, sell, 
lease as lessor, exchange, mortgage, 
pledge, or otherwise dispose of any and 
all real and personal property or any 
interest therein necessary, useful, or 
appropriate to enable the corporation 
to accomplish any or all of its pur- 
poses ; 

“(d) To assist its stockholders to 
wire their premises and install there- 
in electrical and plumbing appliances, 
4xtures, machinery, supplies, appa- 
ratus, and equipment of any and all 
kinds and character (including, with- 
out limiting the generality of the fore- 
going, such as are applicable to water 
supply and sewage disposal) and, in 
connection therewith and for such pur- 
poses, to purchase, acquire, lease, sell, 
distribute, install, and repair electrical 
and plumbing appliances, fixtures, ma- 
chinery, supplies, apparatus and equip- 
ment of any and all kinds and character 
(including, without limiting the gen- 
erality of the foregoing, such as are 
applicable to water supply and sewage 
disposal) and to receive, acquire, en- 
dorse, pledge, guarantee, hypothecate, 
transfer, or otherwise dispose of notes 
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and other evidences of indebtedness 
and all security therefor ; 

“(e) to borrow money, to make and 
issue bonds, notes, and other evidences 
of indebtedness, secured or unsecured, 
for moneys borrowed or in payment 
for property acquired, or for any of 
the other objects or purposes of the 
corporation and to secure the pay- 
ment of such bonds, notes, or other 
evidences of indebtedness by mortgage 
or mortgages, or deed or deeds of trust 
upon, or by the pledge of or other lien 
upon, all or any of the property, rights, 
privileges or permits of the corpora- 
tion, wheresoever situated, acquired or 
to be acquired ; 

“(£) to do and perform, either for 
itself or its stockholders, any and all 
acts and things, and to have and ex- 
ercise any and all powers which may 
be necessary or convenient to accom- 
plish any or all of the foregoing pur- 
poses or which may be permitted by 
the act under which the corporation is 
formed, and to exercise any of its pow- 
ers in the towns of Farmington, Ches- 
terville, Industry, New Sharon, and 
New Vineyard, all in the county of 
Franklin, and state of Maine, and in 
the towns of Rome and Vienna, both in 
the county of Kennebec and state of 
Maine, and in the towns of Anson, 
Bingham, Madison, Mercer, Moscow, 
New Portland, Norridgewock, Smith- 
field, Solon, and Starks, and the planta- 
tions of Caratunk, Concord, Pleasant 
Ridge, The Forks, West Forks, and 
Moxie Gore, all in the county of Som- 
erset, and state of Maine, provided 
however, that the operations of this 
corporation shall be on a cooperative 
basis and not for profit to the corpora- 
tion or to its stockholders. The corpo- 
[14] 


209 


ration shall render no service to or for 
the public. 

“The enumeration of the foregoing 
shall not be held to limit or restrict in 
any manner the general powers of the 
corporation and the corporation shall 
be authorized to exercise and enjoy all 
of the powers, rights, and privileges, 
granted to or conferred upon corpora- 
tions of the character of the corpora- 
tion by the laws of the state of Maine 
now or hereafter in force.” (End of 
quotation from Sandy River Electric 
Cooperative, Inc. certificate. ) 

From exhibits on file in this case, 
petitioner did not organize under Chap. 
68 of the Revised Statutes seeking the 
broad powers and privileges available 
under that act, but elected to become 
organized under Chap. 230 aforesaid 
which limits powers to the transmis- 
sion, use, and sale of electricity pur- 
chased from and furnished by an exist- 
ing public utility in the area, thus ap- 
parently barring itself from the rights 
and privileges under Chap. 68, as it 
will be noted under Chap. 230, Chaps. 
56 and 68 of the Revised Statutes are 
incorporated by a reference only to the 
extent of determination of the form 
of organizing and of the form of the 
certificate of organization. 


Now, it appears from the exhibits on 
file that while the incorporation of the 
petitioner was under Chap. 230, the 
purposes of this Cooperative declared 
in its certificate included not only such 
as it might enjoy under Chap. 230, but 
also included many purposes available 
to a public utility corporation formed 
under Chap. 68, which this Coopera- 
tive could not legally enjoy, and the is- 
suance of its certificate therein includ- 
ing and declaring such ultra vires pur- 
poses does not make them lawful. 
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It seems that the objects and pur- 
poses of the Sandy River Electric Co- 
operative not only include the objects 
and purposes mentioned in Chap. 230 
but also a vast number of other objects 
and purposes. 

The purpose of a corporation may 
be limited by the governing statutes as 
well as by the general law. 1 Fletcher 
(P. Ed.) §§ 91 to 112. 

Generally, where one of several pur- 
poses named is within the purview of 
the statute, the fact that the Articles 
of Incorporation mention other un- 
authorized purposes will not vitiate the 
incorporation. 1 Fletcher, Cyc. Corp. 


(P. Ed.) Chap. 5, § 91, citing Shick 
v. Citizens’ Enterprise Co. (1896) 15 
Ind App 329, 44 NE 48, 57 Am St 
Rep 230; Isle Royale Land Corp. v. 
Osmun (1889) 76 Mich 162, 43 NW 
14; State ex rel. Clapp v. Minnesota 


Thresher Mfg. Co. (1889) 40 Minn 
213, 41 NW 1020, 3 LRA 510. In 
such cases the unauthorized provisions 
will simply be inoperative. Oregon R. 
& Nav. Co. v. Oregonian R. Co. 
(1889) 130 US 1, 32 L ed 837,9S Ct 
409; People ex rel. Peabody v. Chi- 
cago Gas Trust Co. (1889) 130 IIl 
268, 22 NE 798, 8 LRA 497, and 
may be disregarded, Marion Bond Co. 
v. Mexican Coffee & Rubber Co. 
(1902) 160 Ind 558, 65 NE 748, as 
surplusage. And acts done in pursu- 
ance thereof will be void. People v. 
Chicago Gas Trust Co. supra. If the 
purposes specified are unauthorized by 
the statute, there generally is no valid 
incorporation, but if the unauthorized 
matter consists of excessive powers or 
privileges, they alone are void and the 
corporation is valid, at least de facto, 
as to all matters authorized by the 
statute. 18 CJS 436. To the same 
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effect, see Colcord v. Granzow (1928) 
137 Okla 194, 278 P 654, 64 ALR 
699; also 7 RCL 55. 

Examine as much as it can the law 
and the evidence submitted in this case, 
and allowing full latitude to the con- 
siderations of public policy in the 
premises, this Commission finds it 
necessary to interpret Chap. 230 in 
such a manner that it is mandatory for 
a cooperative formed thereunder, 
whether a public utility or not, to apply 
to it for designation of territory in 
which the codperative might serve. 

So it must be ruled that the Public 
Utilities Commission has jurisdiction 
over cooperatives, including this peti- 
tioner, formed under Chap. 230, Pub- 
lic Laws of 1931, especially in the 
matter of designation of territory. It 
does. not seem reasonable to hold that 
a corporation so organized can pick 
out part of the chapter for it to follow 
and disregard the rest of the chapter. 
It must take all or none of the provi- 
sions of the act applicable to it. We 
agree with the petitioner that under 
this chapter a corporation may be ei- 
ther a public utility or not a public 
utility. 

Chapter 230, 1931, does not seem to 
be obscure in its meaning. The peti- 
tion filed with the Commission is in 
most general terms and does not cover 
in so many words the exact language of 
Chap. 230, upon which are predicated 
the rights of three or more persons to 
form a corporation. In fact, the pe- 
tition covers territory in which three 
public utilities were authorized to serve 
at the time the petition was filed with 
the Commission. 

The petitioner, in its amended peti- 
tion, asks for the designation of terri- 
tory in the towns of Farmington, In- 
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dustry, New Sharon, in Franklin coun- 
ty; Rome in Kennebec county; and 
Anson, Mercer, Norridgewock, Smith- 
field, and Starks, in Somerset county. 
This varies from the original petition 
by excluding the towns of Chesterville 
and Vienna. 

The testimony shows that Maine 
Consolidated Power Company is au- 
thorized to furnish, and is furnishing, 
service in Farmington, Industry, and 
Anson; that C. O. Sturtevant is au- 
thorized to operate and is serving as a 
public utility in Farmington Falls and 
New Sharon; and that Central Maine 
Power Company is authorized to fur- 
nish, and is furnishing service, in Mer- 
cer, Norridgewock, Smithfield, Starks, 
and Rome. 

It would seem that Chap. 230 gives 
certain rights to three or more individ- 
uals who may form a corporation, and 
at the same time imposes certain liabil- 


ities on the public utility authorized to 
furnish service in the territory. 

(First, it must be found that the 
public utility does not supply reason- 
able adequate electric service in some 
portion of that territory in which it is 


authorized to furnish service. Second, 
three or more persons must not be 
receiving service. Third, those same 
persons must be unable to receive serv- 
ice at reasonable rates. Under those 
circumstances, those three or more 
persons may form a corporation for 
the “transmission, use, and sale of elec- 
tricity in such portion of said territory 
as may be designated by the Public 
Utilities Commission.” These are def- 
inite, clear, statutory requirements. ) 
[7] On the part of the public utility, 
the statute says that that utility au- 
thorized to furnish service throughout 
all such territory, shall furnish the 
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newly organized corporation with elec- 
tric current sufficient for their needs 
at reasonable rates to be prescribed by 
the Commission. It does not seem rea- 
sonable that the statute contemplated, 
nor is it possible to comply with the 
terms of the statute, by grouping to- 
gether three different utilities in the 
manner which has apparently been at- 
tempted in the petition. No objection 
was raised to the form of the petition 
by the respondent companies. This 
Commission, as a statutory body, must 
proceed in accordance with the law en- 
acted by the legislature. We have no 
authority to disregard legislative in- 
tendment. To paraphrase, taking this 
statute in the case of any of the utilities 
mentioned, we can only read it as fol- 
lows: ‘Whenever the Maine Consoli- 
dated Power Company does not supply 
reasonable adequate electric service in 
any portion of the territory in which 
it is authorized to furnish service, any 
three or more persons not receiving 
and unable to receive service in the said 
territory, at reasonable rates, may 
themselves form a corporation for the 
transmission, use, and sale of electric- 
ity in such portion of said territory as 
may be designated by the Public Util- 
ities Commission, and Maine Consoli- 
dated Power Company, authorized to 
furnish service throughout all of such 
territory, shall furnish the petitioner 
with electric current sufficient for its 
needs at reasonable rates to be pre- 
scribed by said Commission.” It must 
be read the same as to Central Maine 
Power Company and C. O. Sturtevant. 

It is obvious that we must deal with 
three separate public utilities. The 
failure of any one of them under the 
requirements of Chap. 230 can have 
no effect upon the remaining compa- 
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nies. Each must be brought within 
the plain statements of the statute. 

This could have been accomplished 
by clear-cut pleading. The petitioners 
made no attempt to name the public 
utilities whose territory they desired to 
have designated as that in which they 
could operate. Yet, in spite of this 
failure, we will endeavor to carry out 
the purpose of the reopening of the 
case. 

[8] There is little question that the 
Maine Consolidated Power Company 
was not supplying reasonable adequate 
electric service in a portion of the ter- 
ritory in which it was authorized to 
serve. The fact is that they were not 
supplying service in some of the terri- 
tory in which they were authorized to 
serve. That leaves us with the propo- 
sition that any three persons not re- 
ceiving—and, of course, if there were 
no electric service available, they were 


not receiving service—and unable to 
receive service, may form a corpo- 


ration. This Commission must de- 
cide what is meant by “unable to re- 
ceive service.” (It would seem logi- 
cal that no one could truthfully claim 
that he was unable to receive service 
unless that individual asked the utility 
for service. No public utility serves 
any customer unless requested to do 
so. A person could not claim that he 
was unable to receive service unless 
the fact of his desiring such service 
was brought to the attention of the 
utility. ) 

[9] The evidence as to Maine Con- 
solidated Power Company shows that 
ten years ago Mrs. Viola Weston, of 
Industry, asked for service and did 
not at that time procure it. She has 
not requested service since then. Mrs. 
Bessie Rand, of Industry, testified that 


six or seven years ago she inquired for 
service of this company and did not 
receive it. She, likewise, has not in- 
quired since. 

(It is the opinion of the Commis- 
sion that these requests for service are 
too long ago.) We believe the inabil- 
ity to receive service is a present in- 
ability. Mrs. Weston and Mrs. Kand 
acted as individuals. They represent- 
ed no one but themselves. They are 
the only witnesses who testified of an 
inability to get service from the Maine 
Consolidated Power Company. The 
statute requires three or more. We 
cannot under these facts designate any 
territory of the Maine Consolidated 
Power Company. 

Prior to August 31, 1940, the Farm- 
ington Falls Light & Power Company 
was authorized and was serving the 
public with electric energy in Farm- 
ington Falls and New Sharon of the 
towns named by the petitioner. On 
August 31, 1940, Mr. C. O. Sturte- 
vant bought the properties from the 
corporation. The petitioner filed its 
proceedings in the first instance on 
September 24, 1940. No witness stat- 
ed that he had requested service of Mr. 
Sturtevant. No witness intimated 
that he was unable to receive service 
from him. As to the old company, 
Mr. Fitch witnessed he wrote the 
Farmington Falls Company five years 
ago, got no reply, and had not tried 
since. Mr. Frank J. Hopkins stated 
that he inquired three years ago this 
fall (1940) and was told it was no 
use. Mr. James A. Davis tried to get 
service six or seven years ago and had 
not inquired since. Mr. George Da- 
vis, who lives in New Sharon, did not 
make any request at all. He did try 
the Central Maine Power Company in 
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1938, which has no authority to serve 
in New Sharon. 


(This is not sufficient evidence to 
prove inability to receive service. We 
find attempts to get service three, or 
five, Or Six, Or seven years ago, with 
nothing to bring the inability down to 
a reasonable date, not a compliance 
with the provisions of Chap. 230.) 

As to the Central Maine Power 
Company, Mr. E. P. Rogers, of Nor- 
ridgewock, testified that seventeen or 
eighteen years ago, he talked with a 
fellow at the village, a lineman, and 
had not done anything since that time 
to try to get service. Mr. Ernest War- 
ren, of Smithfield, five or six years 
ago, called at the Central Maine Pow- 
er Company’s office in Skowhegan, in- 
quired about service, could not afford 
to take it, and had not made any other 
attempt to since. This is too remote to 


satisfy the requirement of “unable to 
receive service.” 


[10] In Rome there has been agita- 
tion for some years for service. Here 
groups have interested themselves ask- 
ing for service, and extensions have 
been made by the Central Maine Pow- 
er Company, the last one going to 
Rome Corner in September, 1939. At 
or just beyond the Corner there was a 
group of eight or ten interested. 

Messrs. Levi Wentworth, Arthur 
McGrath, Leon Watson, and Philip 
Bacon testified as to their attempts ; 
their inability to get service at what 
they considered reasonable rates. Sat- 
isfactory arrangements for service at 
one time were perfected, but it trans- 
pired that the extension to the forego- 
ing individuals increased the cost of 
the proposed service to those at Rome 
Corner. The people at the Corner de- 
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cided they would pay less by dropping 
out those beyond the Corner. Mr. 
Wentworth said “They dropped out 
on me. They wouldn’t help me pay 
my part to get it out there (home).” 
Mr. McGrath said he was left out of 
the picture at the time the extension 
was stopped at Rome Corner. When 
the group stopped the extension at the 
Corner, the four persons mentioned 
were left without service, except at 
rates they stated they could not afford 
to pay. 

It would, therefore, seem proven 
that in the Rome area beyond the Cor- 
ner there were four people desiring 
service and unable to get it at reason- 
able rates to them, the fair conclusion 
being that these parties could not af- 
ford service at the then rates of the 
Central Maine Power Company. The 
map submitted indicated many miles 
of proposed lines in Central Maine 
Power Company territory—some 44 
miles in all, covering the towns of 
Rome, Mercer, Norridgewock, Smith- 
field, and Starks. The map also shows 
a substantial number of Cooperative 
signers. There is no testimony of any 
kind to indicate these other people 
have ever requested service of the 
Central Maine Power Company. No 
one testified relative to Starks or Mer- 
cer. Not another witness in the en- 
tire territory which the petitioner de- 
sires “designated” from Central Maine 
Power Company authorized territory, 
has claimed he was unable to receive 
service or that he has asked for serv- 
ice. As we have noted, the three or 
more persons must be unable to receive 
service. The plain intendment would 
seem to be that they must apprise the 
utility of their desire before they may 
fairly claim an inability to get service. 
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We have no evidence to go on oth- 
er than that produced by the petition- 
ers. That evidence convinces us that 
the group at or near Rome Corner— 
the McGrath, Wentworth, Watson, 
Bacon group—have shown that they 
come within the purview of the stat- 
ute. They are all members of the Co- 
operative. They tried together and at 
the same time to obtain service. The 
utility was aware of the situation. 
This instance only satisfies the Com- 
mission of a compliance with the law. 
We, therefore, in accordance with the 
prayer of the petitioner, designate as 
territory that part of Rome from 
Rome Corner so-called to the home of 
Arthur McGrath on the New Sharon 
road, including Mr. Leon Watson, and 
that part of Rome from Rome Corner 
to the home of Levi Wentworth on the 
Mercer road. 


Nor does it appear from the evi- 
dence that at any time in any area of 
the respondent utilities any ten per- 
sons, firms, corporations, or associa- 
tions aggrieved at the inability to ob- 
tain service from any of the respond- 
ent utilities ever filed any complaint 
with this Commission complaining 
thereabout, as provided for by § 51 
of Chap. 62 of the Revised Statutes 
of 1930. 


[11] Much testimony was taken out 


The 
of attorneys discussed this 


involving the matter of rates. 
briefs 
matter. 
While the Sandy River Cooperative 
has never built any lines, those mem- 
bers who testified did feel that the 
rates offered by the respondent utili- 
ties were not reasonable, and it caused 
a survey to be made of a proposed line, 
and it entered into contracts with its 


members which probably are better ex- 
plained by giving substantially the tes- 
timony of Mr. Falkenwald, Director 
of Divisions of the Rural Electrifica- 
tion Administration. 

The Cooperative proposed to estab- 
lish pole lines in certain areas in Frank- 
lin, Somerset, and Kennebec counties 
approximating 77 miles. The Sandy 
River Cooperative has received infor- 
mation from the Rural Electrification 
Administration, that that govern- 
mental agency will allocate $109,000 
for construction purposes based on 
some amortization plan extending over 
a period of twenty-five years. Mr, 
Falkenwald estimated the cost of the 
bar pole lines at $864 per mile. Addi- 
tional expenses necessary would bring 
the estimated cost per mile up to 
$1246. He computed the total cost of 
the line at $96,000, as stated, if it does 
not exceed 77 miles. This will leave 
$13,000 available to finance the in- 
stallation of house wiring, fixtures, 
electrical appliances, in the members’ 
homes. This $109,000 must eventu- 
ally be paid with interest. 

He estimated that in three years the 
average consumer would be using 80 
kilowatt hours of energy per month. 
He further stated the number of cus- 
tomers expected in three years would 
be 236. He stated to meet charges 
that the rates necessary would be: first 
40 kilowatt hours, $2.75, making a 
monthly rate of a little less than 7 
cents; second 40 kilowatt hours, 5 
cents; next 120 kilowatt hours, 2} 
cents. The average for 80 kilowatt 
hours per month would be a fraction 
under 6 cents. 

With these figures in mind, Mr. Fal- 
kenwald figured an annual gross in- 
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come of $13,452.00. The operating 
cost was broken down as follows: 


Electric energy . 
Interest and amortization 
Operation and maintenance 
Taxes and insurance 


The item of operation and mainte- 
nance covered a one-man combination 
of superintendent and lineman, a sec- 
retary who would also act as book- 
keeper, etc., rent, truck operation, me- 
ter reading, repairs, etc. He stated 
that if any emergency arose the one 
man acting as superintendent and line- 
man could get help from some other 
cooperative. No allowance was made 
for depreciation as ordinary repairs 
should take care of that. He expressed 
the conviction that such a cooperative 
could depend upon increased patron- 
age and that operation costs would be 
less than for a public utility. The 
difference between Mr. Falkenwald’s 
estimated income and expense is $243. 
And this small balance is based on the 
assumption that after three years’ op- 
eration, the number of consumers will 
be the present signed membership plus 
50 per cent of those who have not yet 
signed, 

Of course, the Commission realizes 
that Mr. Falkenwald was dealing in 
estimates about a physical plant to be 
constructed, proposing to enter a field 
where three long established utilities 


had been operating for years. It is a 
picture that might appeal to persons in 
a rural area not heretofore enjoying 
electric service. The Commission can- 
not venture an opinion as to finality of 
cost of construction to the codperative 
and the rates that would necessarily 
have to be charged, nor the type of 
service the patrons might receive. 
Existing rates of the public utilities 
in rural areas are based on two consid- 
erations, one, a 5-year guaranteed 
plan, being $20 per month per mile, 
with certain modifications; the other, 
an alternate plan, involving lines or 
groups of lines at least ten miles in 
length. In this latter plan, the revenue 
of the extension is separately tabulat- 
ed. The rate for the first year is $2.50 
for the first 25 kilowatt hours per 
month; 5 cents for the next 50 kilo- 
watt hours; the balance at 2 cents per 
kilowatt hour. There are modifica- 
tions for water heating. The mini- 
mum rate is $2.50 per month. For the 
second and third years, the extension 
must produce $66 per mile per year, 
plus the average tax; $100 per mile 
per year the fourth year, plus the av- 
erage tax; $111 per mile per year 
for the fifth year, plus the aver- 
age tax; $122 per mile per year for 
the sixth year, plus the average tax; 
$133 per mile per year for the seventh 
year, plus the average tax; $144 per 
mile per year for the eighth year and 
thereafter, plus the average tax. 
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COMPARISON OF RATES ef 
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1Qver 200 kilowatt hours Sandy River month), each would pay $30, or total of $60 M 


Electric Cooperative suggested originally rate for the year, and could be asked for an addi- 
of 1.5¢. On its being shown that the whole- tional $13 each or slightly in excess of $1 per 
sale rate the Sandy River Electric Cooperative month. If there were 3 customers on this le 
proposed to purchase was 1.3¢ and there was imaginary 1 mile of line, their minimums 
a line loss of 25 per cent, the company might would total $90 and so there would be no 
be selling to members at less than cost, the further payment due. Again, if only two cus- er 
suggestion was made it might adopt 12 cents tomers, and they average 47 kilowatt hours, 
for a rate over 200 kilowatt hours. they would pay $3.60 each per month, or : 

2 These may not be the final rates, but are $86.40 per year, and no further payment could in 
subject to an increase under certain conditions. be asked for. Also has water heating pro- 
For example, taking a single extension of one vision at 14 cents for excess of 200 kilowatt 
mile having only two customers. The com- hours per month. Further illustration would m 
pany has the right to receive at end of second seem to be unnecessary. th 
and third years $66 per mile, plus taxes. 8 This rate becomes effective when the con- 
Assume a valuation for taxation of the aver- sumption at regular rates becomes equal to th 
age as testified to $400, and a rate of 50 mills, $144 per mile, plus taxes. Also, has water 
the tax would be $20. The company could ask heating provision at 14 cents for excess of 
for a revenue of $86. If the two customers 200 kilowatt hours per month. p 
used the minimum (25 kilowatt hours per 


Mr. Falkenwald, Director of the Di- Wyman, for Central Maine Power e 
vision of Cooperative Relations, Ru- Company, stated that that company’s a 
ral Electrification Administration, figure was 72 kilowatt hours per cus- k 
who has been with the REA since tomer in the rural areas. n 
1935, testified that the REA’s experi- It is difficult from the testimony to n 
ence showed that after three years the tell the customer density per mile in 0 
codperative could expect an average the territory of the Central Maine n 
consumption per customer of 80 kilo- Power Company. A study of the tes- n 

: 


watt hours per month. The Coopera- timony and maps produced would in- 

tive now operating in Kingman and _ dicate a total density of approximately U 
surrounding towns started service in four to the mile. On 44 miles this a 
September, 1939; by October, 1940, would total 176. On the basis of those t 
the average had reached 63 kilowatt signing for membership in the Coop- a 
hours per month per customer. Mr. erative, this would indicate 88 custom- t 
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ers who would desire service at once 
and, as Mr. Falkenwald said, experi- 
ence showed 50 per cent of the poten- 
tials would be added, as they will come 
on after the lines are built, which re- 
sults in an estimated 132 on 44 miles 
of line after the project had been un- 
der way three years. This would av- 
erage three to the mile. 

On the basis of Mr. Falkenwald’s 
testimony, and Mr. Wyman of Central 
Maine Power Company was not at 
any great variance with it, when these 
three customers averaged 80 kilowatt 
hours per month for one year, this 
would in all probability result in the 
customers in this area of Central 
Maine Power Company going onto the 
regular rates, which in all cases are 
less than those proposed by the Coop- 
erative. As noted, on REA experi- 


ence, this should occur some _ three 
years after the operation begins. The 


indefinite element in this is the tax sit- 
uation. As Mr. Falkenwald well re- 
marked “incidentally, on the taxes of 
the towns, if the towns wish to reduce 
the taxes, of course, that will reflect 
in the increase of the feasibility of the 
project.” 

In fact, Mr. Falkenwald based his 
entire data on the fact that the aver- 
age consumption was certain to be 80 
kilowatt hours per customer per 
month. His experience and confidence 
merit deep consideration. At the end 
of three years he was confident the 
number of customers would be 236, 
made up of 161 original signers, plus 
50 per cent of the 150 left in the area 
unsigned. If the 236 customers aver- 
aged 80 kilowatt hours per month, 
they would pay $57 each per year, or 
a total of $13,452, the exact amount 
used by Mr. Falkenwald in his evi- 


dence to show feasibility. To tie this 
in, in another way, he estimated on 
the expense side energy purchased at 
$3,682. Again, 236 customers x 80 
kilowatt hours per month x 12 months 
x 13 mills per kilowatt hour (the rate 
he stated the Cooperative would pay 
as on file with the Commission) + 25 
per cent for line loss equals $3,681.60. 

We have extended this discussion 
for the purpose of showing that the 
rates offered by the utilities and par- 
ticularly the Central Maine Power 
Company, which was not serving three 
or more persons at what they consid- 
ered reasonable rates, should as a mat- 
ter of fact give to the customers even 
lower rates than those proposed by the 
Cooperative. 

If the experience of the REA can 
be relied upon, and we know of no rea- 
son to doubt it, the people are prac- 
tically sure to receive energy at rates 
less than those proposed by the Sandy 
River Electric Cooperative, Inc. This 
refers, of course, to the plan as pro- 
posed. And the three utilities have 
filed the same schedules of rates. 

[12] The Cooperative requested 
the Commission to issue an order 
against the respondent utilities, re- 
straining them from extending their 
lines further in the area covered by 
their franchises but which, at the same 
time, are areas sought to be designated 
to it. This request was oral and by 
letter. No formal petition was filed. 
This Commission knows of no law, 
rule, or regulation permitting such a 
restraining order. 

Wherefore, it is ordered, adjudged, 
and decreed: 

(1) That Sandy River Electric Co- 
operative, Inc. is subject to the juris- 
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diction of this Commission in the mat- 
ter of designation of territory as set 
forth in Chap. 230, Public Laws of 
1931; 

(2) That the Commission desig- 
nate as territory for the Sandy River 
Electric Cooperative, Inc. that part of 
Rome from Rome Corner, so-called, 


to the home of Arthur McGrath on the 
New Sharon road, including place of 
Leon Watson, and that part of Rome 
from Rome Corner to the home of 
Levi Wentworth on the Mercer road; 

(3) That the petition of said San- 
dy River Electric Cooperative, Inc. be 
denied in all other respects. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Re City Ice & Fuel Company et al. 


(260 App Div 537, 23 NY Supp(2d) 376.) 


Public utilities, § 129 — Promotion of business — Statutory and common law 
rules. 


1. A public utility is free under the Public Service Law, as it was at 
common law, to extend its facilities and to afford inducements to encourage 
its business and to foster its interests on the same principles which are 
followed in other pursuits and trades, subject to the prohibitions that its 
charges shall not be unjust or unreasonable and that it shall not unjustly 
discriminate so as to give undue preference or disadvantage to customers 
similarly circumstanced, p. 222. 


Discrimination, § 4.1 — Rebate — Codperation in refrigeration sale. 

2. A gas and electric company which does not sell refrigerators but co- 
Operates with manufacturers and distributors of automatic refrigerators in 
a campaign for their sale, under a plan providing for sales by dealers, allow- 
ances for nonmechanical refrigerators, contributions by the company to- 
ward such allowances, collection of old refrigerators by the company, 
advertising and promotion at company expense, company indemnity for 
losses on defaulted instalment contracts, and company financing or arrange- 
ment for financing, does not thereby make a rebate from the scheduled 
rates of the company and does not unduly discriminate among its cus- 
tomers, p. 222. 


Merchandising and jobbing, § 1 — Sale of refrigerators — Not electric service. 
3. The sale of refrigerators even when made by a public utility is not the 
rendition of electric service, p. 223. 

Rates, § 238 — Schedules — Prices of appliances. 

4. The Public Service Law does not require that the prices or terms of 
sale of appliances be filed with the Commission, p. 223. 
Monopoly and competition, § 18 — Jurisdiction of Commission — Unfair trade 
practices. 
5. The Commission has no jurisdiction of a complaint for unfair trade 
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practices, but an aggrieved person must resort to the courts for relief 
in such cases, p. 223. 

Courts, § 20 — Removal of causes — Transfer to appellate division. 
6. The special term of supreme court has no discretionary power under 
Art. 78 of the Civil Practice Act (§§ 1283-1306), relating to proceedings 
against a body or officer, to determine whether a proceeding should or 
should not be transferred to the appellate division, p. 223. 

Appeal and review, § 13 — Proper court — Transfer to appellate division. 


7. The special term of supreme court should itself determine the issues 
in a proceeding under Article 78 of the Civil Practice Act to review a de- 
termination of the Commission when all the issues are raised under sub- 
divisions 1 to 5, inclusive, of § 1296 of Art. 78 and no issues are raised 
under subdivisions 6 or 7 of that section (relating to the existence of com- 
petent proof and the preponderance of proof), since the legislature in- 
tended that the special term should in the first instance determine issues 
of law presented, p. 223. 


Appeal and review, § 68 — Scope of review — Proceeding transferred to appel- 
late division. 


8. The appellate division of the supreme court is authorized by § 1296 of 
the Civil Practice Act to make a final disposition of a proceeding against 
the Commission, transferred to it by the special term, although the de- 
termination to transfer the proceeding was erroneous, p. 223. 


[November 13, 1940.] 

yo from order of special term of supreme court [173 

Misc 534,35 PUR(NS) 504,18 NY Supp (2d) 588] dis- 
missing, on points of law, objections interposed by corespond- 
ent public utility company and transferring proceeding to appel- 
late division of supreme court, in special proceeding instituted to 
review order of Commission dismissing complaints against mer- 
chandising activities of public utility company [29 PUR(NS) 
193]; determination of Commission confirmed and appeal from 

order transferring proceeding dismissed. 


a 
Argued before Hill, P. J., and 


1 law 


as at 
urage 
1 are 
at its 
justly 
mers 


termination of the Public Service 


Crapser, Bliss, Heffernan, Schenck, 
JJ. 

APPEARANCES: Hess, Mela & Pop- 
kin, of New York city, for petition- 
ers; Gay H. Brown, of Albany, for 
Public Service Commission; LeBoeuf, 
Machold & Lamb, of New York city, 
for corespondent. 


This is a 


HEFFERNAN, Justice: 
special proceeding under Art. 78 of 
the Civil Practice Act to review a de- 


Commission and also an appeal from 
that part of an order of the Albany 
special term of the supreme court 
transferring the proceeding to this 
court which denied a motion to dis- 
miss the proceeding. 

The proceeding was instituted be- 
fore the Public Service Commission 
on June 7, 1939, by petitioner, The 
City Ice & Fuel Company (hereinaft- 
er referred to as the Fuel Company), 
a corporation engaged in the manu- 
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facture and distribution of artificial 
ice and incidentally in the sale of ice 
boxes, against the Consolidated Edi- 
son Company of New York, Inc. 
(hereinafter referred to as the Edi- 
son Company), a utility which serves 
electricity and gas in the boroughs of 
Manhattan and Bronx, in connection 
with a “refrigerator campaign’ con- 
ducted by the latter company in coop- 
eration with a group of manufactur- 
ers and distributors of mechanical re- 
frigerators. The copetitioner, Kurutz, 
is one of the Fuel Company’s consum- 
ers and also one of its employees. 

The refrigerator campaign against 
which petitioners’ complaints were di- 
rected was inaugurated by the Edison 
Company after negotiations with thir- 
teen distributors of electric refriger- 
ators. 

In recent years the Edison Company 
has conducted numerous promotional 
campaigns for the sale of various elec- 
tric and gas appliances in addition to 
its ordinary routine merchandising ac- 
tivities. 

Participating in the campaign, 
about which complaint is made, which 
began April 1, 1939, and continued 
until July 31, 1939, were distributors 
or manufacturers and retail dealers in 
such refrigerators, who codperated 
with the Edison Company in a com- 
bined effort for the sale of mechanical 
or automatic refrigerators. Most of 
the leading makes of mechanical re- 
frigerators were included in the cam- 
paign. In addition to the automatic 
refrigerators consuming electricity, 
there was one refrigerator, the Servel 
Electrolux, which consumed gas in its 
operations. 

The plan followed in the campaign 
contemplated the sale of the various 
37 PUR(NS) 


refrigerators through appliance deal- 
ers who had been approved by the Ed- 
ison Company upon the basis of an 
agreement of such dealers to comply 
with certain standards agreed to by the 
dealers and the Edison Company. 

The Edison Company did not en- 
gage in direct merchandising for it 
neither bought nor sold, installed, nor 
paid for the installation of any of the 
refrigerators involved in the cam- 
paign. Under its corporate powers, 
however, it might engage in merchan- 
dising and jobbing operations and in 
the sale and distribution of electric and 
gas appliances. 

The Edison Company agreed to ex- 
pend between $300,000 and $350,000 
on advertising. It purchased exten- 
Sive space in many metropolitan daily 
papers. The goal to be attained was 
the sale of 75,000 refrigerators. The 
proof shows that more than 82,000 
were sold at a price in excess of $10,- 
000,000. In addition there were ap- 
proximately 25,000 automatic units 
installed in housing developments. It 
was one of the merchandising fea- 
tures of the campaign that on the pur- 
chase of a new 1939 automatic refrig- 
erator the purchaser could “turn in” 
an old fashioned, i. e., a nonauto- 
matic refrigerator, which had been in- 
stalled and was in actual use on the 
purchaser’s premises on March 20, 
1939, and receive an allowance of 
$9.50 against the purchase price of a 
new automatic refrigerator, pur- 
chased to replace the turned-in non- 
automatic refrigerator. The Edison 
Company agreed to contribute $5 to- 
ward the $9.50 turn-in allowance, but 
provided that the old-fashioned ma- 
chine should be actually delivered to 
it to be disposed of in such manner as 
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it might determine. The Edison 
Company’s contribution of $5 was 
distributed among the retail dealers 
under an arrangement between those 
dealers and the distributors. Neither 
the Edison Company nor its employ- 
ees received any compensation or com- 
mission from the manufacturer, dis- 
tributor, or dealer for any orders 
procured by such employees. Loss- 
es on orders taken by its employ- 
ees were indemnified by the Edison 
Company. The Edison Company also 
underwrote in part, not to exceed 8 
per cent of balances outstanding, any 
default in commercial paper created 
in connection with sales under condi- 
tional sales agreements. Sales of re- 


frigerators on part time and payment 
of conditional sales contracts, were 
made under an arrangement with the 
National City Bank of New York, the 
details of which are not important 


here. 

It is apparent that the purpose of 
the Edison Company in the campaign 
was to increase the consumption of 
gas and electric service. The offer of 
exchange was open to all its customers 
who were using nonmechanical re- 
frigerators. The discount of $9.50 
did not apply on the bill for electrici- 
ty used by customers. Those custom- 
ers who did not use nonmechanical 
refrigerators, those who did and who 
did not desire to take advantage of the 
offer, and those who did own ice boxes 
and took advantage of the offer, all 
paid the same price for the current 
consumed on their premises, irrespec- 
tive of whether or not some of such 
current was used in an automatic re- 
frigerator. 

The complaint of petitioners is 
grounded on the assertion that the 
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acts of the Edison Company consti- 
tute a violation of subdivisions 2 and 
3 of § 65 and subdivision 12 of § 66 
of the Public Service Law which pro- 
hibit direct or indirect rebates, dis- 
criminations, or departures from pub- 
licly scheduled rates by any gas or 
electric company. Petitioners asked 
that the Commission prohibit the acts 
and practices of which they com- 
plained. Subdivisions 2 and 3 of § 65 
read: 

“2. No gas corporation, electric cor- 
poration, or municipality shall direct- 
ly or indirectly, by any special rate, 
rebate, drawback, or other device or 
method, charge, demand, collect, or 
receive from any person or corpora- 
tion a greater or less compensation for 
gas or electricity or for any service 
rendered or to be rendered or in con- 
nection therewith, except as authorized 
in this chapter, than it charges, de- 
mands, collects, or receives from any 
other person or corporation for doing 
a like and contemporaneous service 
with respect thereto under the same or 
substantially similar circumstances or 
conditions. 

“3. No gas corporation, electric cor- 
poration, or municipality shall make 
or grant any undue or unreasonable 
preference or advantage to any person, 
corporation or locality, or to any par- 
ticular description of service in any 
respect whatsoever, or subject any 
particular person, corporation or lo- 
cality or any particular description of 
service to any undue or unreasonable 
prejudice or disadvantage in any re- 
spect whatsoever.” 

The material portion of subdivision 
12 of § 66 is: 

“The Commission shall : 

“12. Have power to require every 
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gas corporation, electric corporation, 
and municipality to file with the Com- 
mission and to print and keep open to 
public inspection schedules showing 
all rates and charges made, estab- 
lished, or enforced or to be charged or 
enforced, all forms of contract or 
agreement and all rules and regula- 
tions relating to rates, charges or serv- 
ice used or to be used, and all general 
privileges and facilities granted or al- 
lowed by such gas corporation, electric 
corporation, or municipality; but this 
subdivision shall not apply to state, 
municipal, or Federal contracts. .. . 
No corporation or municipality shall 
charge, demand, collect, or receive a 
greater or less or different compensa- 
tion for any service rendered or to be 
rendered than the rates and charges 
applicable to such services as specified 
in its schedule filed and in effect at the 
time; nor shall any corporation or mu- 
nicipality refund or remit in any man- 
ner or by any device any portion of 
the rates or charges so specified, nor to 
extend to any person or corporation 
any form of contract or agreement, or 
any rule or regulation, or any privilege 
or facility, except such as are regular- 
ly and uniformly extended to all per- 
sons and corporations under like cir- 
cumstances, 

[1, 2] The principal question which 
we have to determine is whether or not 
the Edison Company’s contribution 
toward the “trade-in” allowance con- 
stitutes a rebate or an unjust discrimi- 
nation prohibited by law. After a 
prolonged hearing in which several 
hundred pages of testimony were tak- 
en the Public Service Commission 
held that there was no evidence that 
the participation of the Edison Com- 
pany in the campaign was in violation 
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of the provisions of the Public Service 
Law. With that determination we are 
in full accord. 

When a utility has established rate 
classifications available to all custom- 
ers for a like and contemporaneous 
service it has fulfilled its obligations 
under the statute. When it treats all 
its appliance customers on a fair and 
equitable basis it has done all the law 
requires it to do. Subject to the two 
leading prohibitions that its charges 
shall not be unjust or unreasonable, 
and that it shall not unjustly discrimi- 
nate so as to give undue preference or 
disadvantage to customers similarly 
circumstanced, the law leaves the util- 
ity, as it was at common law, free to 
extend its facilities and to afford in- 
ducements to encourage its business 
and to foster its interests on the same 
principles which are followed in other 
pursuits and trades. Interstate Com- 
merce Commission v. Chicago G. W. 
R. Co. (1908) 209 US 108, 52 L ed 
705, 28 S Ct 493; Interstate Com- 
merce Commission v. Alabama Mid- 
land R. Co. (1897) 168 US 144, 42 
L ed 414, 18 S Ct 45; Interstate Com- 
merce Commission v. Cincinnati, N. 
O. & T. P. R. Co. (1897) 167 US 
479, 42 L ed 243, 17 S Ct 896; Inter- 
state Commerce Commission v. Balti- 
more & O. R. Co. (1892) 145 US 263, 
36 L ed 699, 12 S Ct 844. 

The practices of the Edison Com- 
pany in the promotional campaign had 
no relation whatever to rates, charges, 
or compensation received by it for gas 
or electric service or for any other 
service rendered by it or any of its 
subsidiaries or affiliates in the Consol- 
idated Edison System. The Edison 
Company resorted to no “special rate, 
rebate, drawback or other device or 
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method” in connection with its promo- 
tional campaign whereby there was 
charged, demanded, collected, or re- 
ceived “from any person or corpora- 
tion a greater or less compensation for 
gas or electricity or for any service 
rendered or to be rendered . . . than 
it charges, demands, collects, or re- 
ceives from any other person or cor- 
poration for doing a like and contem- 
poraneous service with respect there- 
to under the same or substantially 
similar circumstances or conditions.” 
[8, 4] The sale of refrigerators 
even when made by a public utility is 
not the rendition of electric service. 
There is nothing in the Public Serv- 
ice Law which requires that the prices 
or terms of sale of appliances be filed 
with the Public Service Commission. 
[5] Petitioners criticize the text of 
the advertisements used in the cam- 
paign. The Public Service Commis- 


sion has no jurisdiction of a complaint 


for unfair trade practices. An ag- 
grieved person must resort to the 
courts for relief in such cases. 

[6-8] After the rendition of the 
Commission’s decision petitioners ap- 
plied to the supreme court for a review 
thereof and the order transferring the 
matter to this court was made. The 
Edison Company likewise applied to 
the court for a dismissal of the pro- 
ceeding on legal grounds and that ap- 
plication was denied and the company 
has appealed from that order. 

The special term, in passing on 
these applications, wrote an opinion, 
unreported, in which it held that “the 
facts are not in dispute” but that un- 
der the new procedure outlined in Art. 
78 of the Civil Practice Act there is 
placed on the special term the burden 
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of “deciding whether an issue of suf- 
ficient magnitude and law has been 
raised to submit to the appellate di- 
vision for its determination.” 

The Edison Company applied for 
and was granted a reargument. Up- 
on reargument the court wrote an 
opinion [1940] (173 Mise 534, 35 
PUR(NS) 504, 18 NY Supp(2d) 
588) adhering to its original decision. 

We cannot sanction the reasons 
which motivated the special term in 
arriving at its conclusion. We think 
the court inadvertently erred in its in- 
terpretation of the procedure to be fol- 
lowed under the new statute. For the 
guidance of the special term and the 
bar we feel it incumbent on us to re- 
state our views as to the practice un- 
der Art. 78. That article does not con- 
fer upon the special term any discre- 
tionary power to determine whether a 
proceeding should or should not be 
transferred to the appellate division. 
Section 1296 of the Civil Practice Act 
provides that where issues are raised 
under subdivisions 1 to 5, inclusive, 
of that section the court to which the 
application is made shall itself dispose 
of the cause on the merits. The deter- 
mination made is of course subject to 
review. Where issues are raised un- 
der either subdivisions 6 or 7 of that 
section the special term is required to 
make an order directing that the pro- 
ceeding be transferred to the appellate 
division. However, even in such in- 
stances the special term may pass on 
objections to the petition in point of 
law and may dismiss it on the merits 
where it appears that petitioner is not 
entitled to relief because of the provi- 
sions of §§ 1285 and 1286 of the Civ- 
il Practice Act. Brenner v. Bruck- 
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man (1938) 253 App Div 607, 3 NY 
Supp(2d) 265, affirmed (1938) 278 
NY 503, 15 NE(2d) 668. Where an 
order of transfer is made the proceed- 
ing becomes an original one in the ap- 
pellate division. Under the new prac- 
tice the jurisdiction of the special term, 
to which an application for the review 
of a determination by a public body, 
or officer is made, is considerably en- 
larged and many of the duties and 
functions formerly exercised by the 
appellate division under the old certio- 
rari practice are now delegated to the 
special term. In enacting Art. 78 the 
legislature intended that the special 
term should, in the first instance, de- 
termine the issues of law presented. 

It is true, as urged by counsel for 
the Public Service Commission, that 
the determination which is the subject 
of this review ‘“‘was made as the result 
of a hearing held, and at which evi- 
dence was taken, pursuant to statutory 
direction.” It is undisputed, however, 
that the determination was made upon 
competent proof of the facts and that 
the determination as made is in ac- 
cordance with the preponderance of 
the proof. No claim can be made that 
questions are presented in this pro- 
ceeding which are comprehended by 
subdivisions 6 or 7 of § 1296 of the 
Civil Practice Act. No question is 
presented which justified a transfer of 
the proceeding to this court and con- 
sequently the special term should have 
decided the issues itself. Although 


the special term erroneously deter- 
mined that the proceeding should be 
transferred to this court, we are au- 
thorized to make a final disposition of 
it. Section 1296 of the Civil Prac- 
tice Act provides: “If the court er- 
roneously decides that the issues in the 
cause are not such as to call for trans- 
fer of the cause to the appellate divi- 
sion, or if the converse occurs, the ap- 
pellate division shall treat the cause, 
when the latter comes before it by ap- 
peal or transfer, as if the proper pro- 
ceedings had been taken, and shall ei- 
ther dispose of the issues itself, or if 
the papers before it are not sufficient 
therefor, shall remit the proceeding to 
the proper term or court to be disposed 
of.” 

The determination of the Public 
Service Commission should be con- 
firmed, with $50 costs and disburse- 
ments against petitioners in favor of 
the Commission, and the appeal from 
the order of the special term transfer- 
ring the proceeding to this court 
should be dismissed. 

Determination of the Public Service 
Commission confirmed, with $50 costs 
and disbursements against petitioners 
in favor of the Commission, and ap- 
peal from the order of the special term 
transferring proceeding to this court 
dismissed, without costs. 


Hill, P. J., and Crapser, Bliss, and 
Schenck, JJ., concur. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Webster 


[CA-1568.] 


Certificates of convenience and necessity, § 12 — Duties of Commission — Mu- 


nicipal plants. 


The Commission has the statutory duty to exercise its judgment as to 
whether the construction and operation of a municipal water utility is 
required by public convenience and necessity before granting a certificate 


of convenience and necessity. 


(Nixon, Commissioner, dissents.) 
[January 7, 1941.] 


F  aeeeweigees for authority to operate as a public water utility 
and to establish rates for the service; denied. 


By the Commission: On Septem- 
ber 12, 1940, the village of Webster, 
Burnett county, filed with this Com- 
mission its application for authority 


to transact business as a public water 
utility, for approval of its plans, and 
for authority to establish rates for wa- 
ter service. 


October 19, 1940, at 
Samuel 


Hearing : 
Madison before examiner 
Bryan. 


APPEARANCES: Village of Web- 
ster by Pete Bertelsen, Village Clerk; 
Walter Helsene, Trustee ; Ted Hunter, 
Trustee; Vernon Hamel, Consulting 
Engineer, Portage ; of the Commission 
Staff, C. B. Hayden, Assistant Chief 
Public Service Engineer; P. R. Reyn- 
olds, Rate Analyst. 

The village of Webster has a popu- 
lation of 517 (1940 census) and shows 
an increase of 16 inhabitants since the 
1930 census which recorded a popu- 
lation of 501. The assessed valuation 
in 1940 was $268,435. The village 
[15] 
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has incurred a debt to the State Trust 
Fund for constructing a village hall 
upon which there is outstanding a bal- 
ance of $9,600. The village is one 
mile wide and 14 miles long and com- 
prises 960 acres. For the past five 
years delinquent taxes have averaged 
$2,538.24 per year. 

The proposed water system will cost 
$98,000 if built as a WPA project 
covering the area contemplated by the 
plans submitted. This would result in 
a per capita cost of $189. The esti- 
mated cost of the proposed system on 
a contract basis is $65,000 resulting in 
a per capita cost of $126. It is pro- 
posed to finance the village’s portion 
of the cost by issuing $30,000 of 4 
per cent mortgage bonds, to be amor- 
tized from revenues. 

The village estimates that 155 cus- 
tomers will eventually be served. The 
proposal calls for 19,095 feet of main 
or an average of 123 feet of main per 
customer. However, at the start it is 
estimated that approximately 50 cus- 
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tomers will be served and on this basis 
the cost of operation is estimated at 
$520 per year increasing to $620 per 
year when the number of customers is 
increased to 75. 

We estimate that in order to oper- 
ate the proposed utility on a sound fi- 
nancial basis it would be necessary to 
secure a total annual revenue of not 
less than $3,515 of which $1,648 
would be derived from the general 
customer service and $1,867 from the 
village for fire protection service. This 
would necessitate a minimum rate of 
$20 per year per customer, and an av- 
erage rate of $22 per year per custom- 
er. The fire protection charge to be 
paid by the village would amount to 
$3.60 per capita per year. 

The village clerk testified that the 
village is built on low flat ground and 
that there is a water-bearing stratum 
at a depth of from 40 to 50 feet which 
is tapped by the wells used for the 
present water supply. He said there is 
no public sewerage system and that 
cesspools are generally dug below a 
surface clay so that they drain into the 
stratum which supplies the wells. He 
also stated that there is iron in the well 
water which impairs its usefulness. 
There was no expert testimony as to 
the public health requirements nor tes- 
timony showing the results of any 
laboratory water tests. The village 
clerk also pointed out that most of the 
residences are of frame construction. 

A referendum held on November 
5, 1940, resulted in a vote of 149 votes 
for the proposed project, 106 against, 
and 12 not voting out of a total of 267 
ballots cast. 

While the record does not disclose 
full information as to the tax levy we 
have ascertained that the local tax levy 


of the village of Webster in 1939 
amounted to $5,216 on an assessed 
valuation of $264,440 resulting in a 
tax rate of 1.972 per cent. It appears 
to be questionable, therefore, whether 
the village could raise by taxation the 
amount necessary to defray the annu- 
al charge which would be allocated to 
the village for fire protection without 
exceeding the statutory tax limit. 
(See § 61.46(1), Statutes.) The ad- 
dition of the fire protection charge in 
1939 would have resulted in a tax 
rate of approximately 2.75 per cent. 

The cost of engineering in the esti- 
mate is 5 per cent of the total actual 
cost of the construction work. (Page 
15, transcript.) This engineering 
cost would apparently be related to the 
total cost as a WPA project and ap- 
pears to be somewhat excessive as 
compared with charges made for en- 
gineering on other projects of a simi- 
lar character. 

By § 196.49(1), Statutes, the vil- 
lage must secure a certificate from this 
Commission as a condition precedent 
to engaging in the business of a public 
water utility. This requirement was 
inserted in the statutes by Chaps. 183 
and 475, Laws of 1931, and appears 
to be effective notwithstanding the ear- 
lier legislative authority of § 66.06 
(8), Statutes. Section 197.01(1) 
which grants authority to villages to 
construct and operate public utilities 
makes such authority subject to Chaps. 
196 and 197 and is, therefore, ruled by 
§ 196.49(1). 

No specific standard is fixed by 
§ 196.49(1), Statutes, governing the 
issuance of such a certificate as is here 
requested. However, we are of the 
opinion that it may be reasonably in- 
ferred that the legislature intended the 
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Commission, in granting or refusing 
such a certificate, to exercise its judg- 
ment as to whether the proposed con- 
struction and operation of a public util- 
ity is for the best interests of the mu- 
nicipality and its inhabitants or is re- 
quired by public convenience and ne- 
cessity. Unless the exercise of judg- 
ment by the Commission was intended 
the enactment was without apparent 
purpose and idle. 

The record is not convincing that 
public convenience and necessity or 
the best interests of the village and its 
inhabitants require the proposed con- 
struction and operation of a water util- 
ity. The vote at the referendum does 
not indicate an overwhelming demand 
for the service nor has it been shown 
that the postponement of the installa- 
tion until the village is in a better fi- 
nancial condition will result in any 
serious impairment of public health or 
the public interest. 

The Commission finds that the pro- 
posed construction and operation of a 
public water utility by the village of 
Webster is not required by public con- 
venience and necessity nor by the best 
interests of the village or its inhabit- 
ants, 


Nixon, Commissioner, dissenting : 
The Commission has exceeded the 
powers conferred upon it by the stat- 
ute in denying the petition of the vil- 
lage of Webster for certificates to 
transact business as a water utility and 
to construct and operate a municipal 
waterworks system. In my judgment, 
the precedent thus established not only 
finds no support in law but will rise 
to plague in future. 

Of the legal power of the village to 
transact business as a public water 
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utility and to construct and operate a 
waterworks system, there can be no 
doubt (§§ 66.06(8) (a), 197.01, Stat- 
utes) nor is the power of the village to 
finance the construction of a water- 
works system in part by mortgage 
revenue bonds subject to question 
($$ 66.06(9)). Thus, since Webster 
has complied with all of the require- 
ments of § 66.06, it is now here be- 
fore us pursuant to § 196.49, petition- 
ing for a certificate to transact busi- 
ness as a water utility and to construct 
and operate a water plant system. 

Section 196.49(1) provides: 

“No public utility not legally en- 
gaged in performing a public utility 
service on August 1, 1931, in any mu- 
nicipality where there is not in opera- 
tion, under an indeterminate permit, 
a public utility engaged in similar serv- 
ice, shall commence the construction 
of any public utility plant, extension, 
or facility, or render service in such 
municipality directly, or indirectly by 
serving any other puplic utility or 
agency engaged in public utility serv- 
ice or otherwise, unless and until it 
shall have obtained a certificate from 
the Commission authorizing it to 
transact such public utility business.” 

This requires no showing of feasi- 
bility or public convenience and neces- 
sity to entitle an applicant to a certifi- 
cate to transact business as a public 
utility. Indeed it contains no stand- 
ard to guide us in granting or with- 
holding the certificate required by this 
section. Consequently it becomes nec- 
essary to consider the purpose of this 
section and our duties under it. 

If the section is construed to mean 
that we have been granted legislative 
powers to veto the right of the village 
to construct and operate a utility it is 
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invalid as constituting an unlawful 
delegation of legislative powers since 
it fails to provide even the remotest 
vestige of any such guide or standard 
by which this far-reaching power can 
be exercised. Clam River Electric Co. 
v. Public Service Commission (1937) 
225 Wis 198, 19 PUR(NS) 408, 274 
NW 140, and cases there cited; also 
annotations to Panama Refining Co. 
v. Ryan (1935) 293 US 338, 79 L ed 
446,55 S Ct 241. 

Moreover, there is no ground for 
asserting that the legislature ever in- 
tended by the enactment of this section 
to confer upon us authority to limit 
the power of villages and cities to law- 
fully engage in the business of operat- 
ing a water utility where no such util- 
ity exists, a power which they had long 
before the enactment of § 196.49. 
Certainly there is nothing in § 196.49 
(1) or elsewhere which supports any 
such contention. 

Does this subsection lend itself to 
an interpretation which will make it 
effective rather than void? If so, it 
should be so construed. State ex rel. 
Reynolds v. Sande (1931) 205 Wis 
495, 238 NW 504. 

I think this subsection means, and 
was intended to mean, that we shall 
exercise a ministerial rather than a 
legislative function in administering 
it; that we are authorized for instance 
to determine whether the territory pro- 
posed to be served is presently served 
by another utility, or would be in vio- 
lation of existing statutory require- 
ments such as the antiduplication pro- 
visions of § 196.50. The authority 
granted is essentially the same in 
character as that exercised by the sec- 
retary of state with respect to the fil- 
ing of corporate articles. He may, for 


instance, refuse to file them upon the 
ground of a duplication of the name 
of an existing corporation. 

The grant of such ministerial pow- 
ers with their consequent limitations 
does not require either standards or 
guides for its validity in the sense that 
they are required where there is a 
delegation of legislative power. To 
give us power under this subsection to 
deny the authority requested requires 
a different construction and reading 
into it legislative standards and guides 
which are not there; thus depriving it 
of all validity whatsoever. 

Furthermore, our records show that 
in the latter 20’s utilities were engaged 
in fierce competition for territory. In 
some cases duplicate facilities were be- 
ing constructed without the knowledge 
of this Commission which in the long 
run could not but be reflected in in- 
creased costs to the consumers. It ap- 
pears that one of the purposes of en- 
acting this provision was to keep us 
fully informed at all times of the mu- 
nicipalities within which each public 
utility was authorized to render serv- 
ice. No standard was provided to en- 
able us to either grant or deny such a 
certificate because none was deemed 
necessary for the purposes of the act. 

In view of the foregoing considera- 
tions, the record discloses no ground 
upon which we are authorized to deny 
the certificate prayed for. 

The village must, however, satisfy 
the requirements of paragraphs (2), 
(3), and (4) of § 196.49. The record 
leaves no doubt on this point. Para- 
graph (2) of § 196.49 requires the 
utility, in this case the village, to com- 
ply with any general or special order 
before beginning the construction or 
operation of a new plant. Paragraph 
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(3) requires it to submit to us upon 
order its plants, specifications, and es- 
timates of cost for any proposed new 
construction. 


Paragraph (4) provides among oth- 
er matters that we may, by general or 
special order, require that a certificate 
of public convenience and necessity be 
obtained before new construction is 
commenced. We have no general or 
special order in effect requiring a 
water utility to obtain a certificate of 
public convenience and necessity be- 
fore constructing a new plant. Hence 
Webster was not required to obtain 
such a certificate nor are we in the ab- 
sence of such requirement empowered 
to deny the village the right to con- 
struct the plant on the ground that no 
showing of public convenience and 
necessity has been made. 


Paragraph (4) also provides that 
we may refuse authority to a utility to 
construct a new plant if the project (a) 
will substantially impair the efficiency 
of the service of such public utility; 
(b) provides facilities unreasonably in 
excess of the probable future require- 
ments; or, (c) will, when placed in 
operation, add to the cost of service 
without proportionately increasing the 
value or available quantity thereof, un- 
less the public utility shall waive con- 
sideration by us in the fixation of rates 
of such subsequent increase in the cost 
of service. 

There is no evidence in this case to 
indicate that the plant proposed to be 
constructed by the village of Webster 
will violate any of the provisions of 
the foregoing paragraphs (a), (b), 
and (c) and since Webster has com- 
plied fully with all of the requirements 
of the statutes we are, in my judg- 
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ment, required to authorize the con- 
struction of the project as planned. 

It is said that the taxes are high in 
Webster ; that there is a large delin- 
quency in tax payments; and that the 
fire protection charge will further in- 
crease the taxes. 

What the local taxes shall be is pure- 
ly a matter for the voters to decide. 
Presumably they had in mind the ef- 
fect the construction of this plant 
would have on their taxes. 

It is said the fee for the engineer is 
excessive. We have no authority to 
deny a utility permission to construct a 
new plant because forsooth we think 
it paid the engineer who designed it 
too much. We may not substitute our 
judgment for that of the village board 
on such matters. Our authority over 
such matters is limited to the require- 
ments set forth in § 196.49 (4) supra. 

The referendum vote indicated a 
fairly even division of sentiment on 
the question submitted and this has 
been given weight in the decision to 
deny the application. Suffice to say on 
this point that the statutes nowhere 
give us the right to explore the minds 
of the voters in search of their motives 
in voting as they did in this refer- 
endum. 

Complaint is made that this project 
will cost too much; that under WPA 
the cost is estimated to be $98,000, 
whereas it could be constructed under 
contract for much less. Granted! 
However, quite apart from the ad- 
vantages which may accrue to the un- 
employed who will be given employ- 
ment through the WPA requirements 
of this project and that only $30,000 
is required to be advanced by the vil- 
lage, the balance being contributed 
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from Federal funds, I find no author- 
ity in law to deny the application on 
the ground that we think it would cost 
too much. As in the case of engineers’ 
fees, this question is one for the voters 
to decide, subject only to the limita- 
tions in paragraphs (a), (b), and (c) 
of § 196.49 (4) above cited. More- 
over, it appears from studies made by 
our technical staff that this plant can 
be constructed and operated and paid 
for under rates which do not exceed 
the level of reasonableness. Compar- 
ing this project with others approved 
by the Commission, the rates are not 
out of line and will yield a return suf- 
ficient to pay the operating costs, pro- 


vide depreciation reserves, and retire 
the debt over the life of the bonds. 

The fine line which circumscribes 
the powers conferred upon us by the 
legislature is often obscure and diffi- 
cult to ascertain but it exists, neverthe- 
less, and regulatory bodies should ever 
be conscious of the limitations on their 
authority. Where electors have, 
through the process provided by law, 
determined upon a course of action 
which seems to them wise and just, 
and legal in every respect, regulatory 
bodies should be cautious in thwart- 
ing the wishes of electors unless it 
clearly appears that the law authorizes 
and requires it. 
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Walter L. Smith et al. 


Southwestern Bell Telephone Company 


[Case No. 9936.] 


Certificates of convenience and necessity, § 12 — Jurisdiction of Commission — 


Telephone system extension. 


1. The question as to whether or not a certificate of convenience and 
necessity should be granted to a telephone company to construct, main- 
tain, and operate a telephone plant and system in new territory is one 
over which the Commission has jurisdiction and necessarily is an issue 
in a case where subscribers to a mutual telephone service are seeking 
to obtain service from a telephone company, p. 233. 


Certificates of convenience and necessity, § 77 — Grant or denial — Financial 


prospects. 


2. One of the important questions to be taken into consideration by the 
Commission in passing upon the matter of granting a certificate of con- 
venience and necessity is whether or not the anticipated revenues are suff- 
cient to compensate the utility for supporting the system required to fur- 


nish the service, p. 233. 


Certificates of convenience and necessity, § 123 — Telephone system extension. 
3. A certificate should be granted for the construction, maintenance, and 
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operation of a telephone exchange and distributing lines in a community 
where mutual telephone service is inadequate and the subscribers of the 
mutual company desire service from a telephone company, subject to the 
rules and regulations of the telephone company governing extensions of 


service, p. 233. 


Mutual companies, § 2 — Commission jurisdiction. 
Statement that the Missouri Commission has no jurisdiction over a mutual 
telephone system and that the Commission cannot have any voice in deter- 
mining what members of the system should decide to do to furnish tele- 
phone service for themselves, p. 233. 


Service, § 176 — Extensions — Rules and regulations. 
Discussion, by the Missouri Commission, of the binding effect of rules 
and regulations of a public utility company governing extensions, p. 233. 


[February 5, 1941.] 


 Wsiecaresatnty relative to securing telephone service; authority 
granted for telephone extension into community tnade- 
quately served by mutual system. 


By the Commission: Upon receipt 
of a petition signed by a number of 
residents of the community of Hughes- 
ville, asking that the Commission hold 


a hearing for the purpose of determin- 
ing whether or not the Southwestern 
Bell Telephone Company should be re- 
quired to furnish telephone service to 
that community, the Commission up- 
on its own motion entered upon an 
investigation of the matters involved, 
and ordered a hearing for the purpose 
of securing information concerning 
the facilities required to furnish tele- 
phone service to the signers of the 
petition and the community in which 
they reside. In that order the South- 
western Bell Telephone Company, as 
well as the signers of the petition, were 
made parties in interest to the proceed- 
ing. Accordingly a hearing was held 
after due notice had been given all 
parties in interest and the case sub- 
mitted upon the record then made. 

The evidence shows that Hughes- 
ville is a small resident and business 
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community in northwest Pettis county, 
with a population of approximately 
155. The community is unincorpo- 
rated. The surrounding territory is 
largely agricultural, the soil being 
above the average in fertility. The 
town itself is located some 104 miles 
north of the city of Sedalia and slight- 
ly to the west. Sedalia is the county 
seat of Pettis county. 

This community is now securing its 
local telephone service through what 
may be described as a mutually owned 
telephone system with a switchboard 
located at Hughesville. Direct lines 
extend from the switchboard to the 
residences and business establishments 
of the town, and party lines, owned by 
the rural subscribers, extend into the 
rural area surrounding Hughesville. 
Long distance toll service for that com- 
munity is secured by a line extending 
from Sedalia to the switchboard at 
Hughesville. This toll line is owned 
by the Southwestern Bell Telephone 
Company. The total area involved is 
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about ten miles square. Within this 
area and to the south of Hughesville 
a few rural residents get service from 
the Southwestern Bell Telephone Com- 
pany over lines extending out of Se- 
‘dalia. 

Many years ago, before the present 
Public Service Commission Law was 
enacted in 1913, the telephone system 
at Hughesville was constructed and 
used to furnish service to about 150 
members. The petitioners state their 
system has been allowed to run down 
so that satisfactory service cannot be 
had over it. The circuits from the 
switchboard to the various telephones 
are of the kind commonly designated 
as grounded circuits. Recently electric 
lines have been constructed by an elec- 
tric cooperative throughout this area 
and as a result it is practically impos- 
sible to secure telephone service over 
the grounded circuits. The petitioners 
indicate that it is necessary to com- 
pletely rebuild the system making the 
lines metallic if service is to be had 
over it. They do not find they are able 
to carry out such reconstruction, but 
prefer that the Southwestern Bell 
Telephone Company take over the ob- 
ligation of serving that territory. 

A representative of the Southwest- 
ern Bell Telephone Company appeared 
at the hearing and described two meth- 
ods by which they could serve the area, 
one by extending lines directly out of 
Sedalia as party lines to the various 
prospective customers, the other meth- 
od by the location of a small automatic 
switchboard in the town of Hughes- 
ville. From this switchboard metallic 
circuits would be extended throughout 
the area with a toll connection to Se- 
dalia. No operator would be required 
to attend the switchboard at Hughes- 
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ville and toll service would be secured 
directly through the exchange at Seda- 
lia. 

It is shown that the Southwestern 
Bell Telephone Company now fur- 
nishes service in Sedalia and in the 
surrounding rural area, but its ex- 
change area does not include any of 
the territory in which the petitioners 
now reside and are interested in secur- 
ing improved telephone service with 
the exception of the service rendered 
to the few rural customers referred to 
above. The petitioners indicate they 
are willing to pay much higher rates 
than they are now paying for the class 
of service the Southwestern Bell Tele- 
phone Company offers and doubtless 
would be able to furnish. 

The evidence shows that the South- 
western Bell Telephone Company has 
made a detailed survey of this area. 
At the hearing it showed that some 120 
residents of Hughesville have indicat- 
ed they will connect to an exchange lo- 
cated at Hughesville and pay a rate of 
$1.50 per month for residence service 
and more for business service. The 
company takes the position that is as 
high a rate as can be charged that 
community and secure a maximum 
number of subscribers. However, it 
appears it does not anticipate it will be 
able to secure 120 subscribers, but does 
anticipate an actual connection of 85 
out of the entire group. It proposes 
to establish a dial common battery ex- 
change for Hughesville and communi- 
ty at a cost of $21,000. Its estimate 
of the annual revenues to be received 
from the service to be rendered is $2,- 
193, based on 116 subscribers. The 
annual charges on this plant represent- 
ing the items of depreciation, taxes, 
and maintenance are estimated by the 
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Southwestern Bell Telephone Com- 
pany to be $2,650. So it anticipates it 
will lack about $500 of securing 
enough revenue to provide for depreci- 
ation, taxes, and maintenance. No 
other expenses can be cared for by 
the revenues received from this com- 
munity. 

Witnesses appearing for the peti- 
tioners are practically all, if not all, 
subscribers, either present or past, of 
the present mutual system. Being a 
mutual system it cannot come under 
the jurisdiction of the Commission, 
and the Commission cannot have any 
voice in determining what they should 
decide to do to furnish telephone serv- 
ice for themselves. The financing and 
policy to be followed by them, as a 
mutual association or corporation, is 
governed by their own representative 
members, or the entire membership 
themselves. 

[1-3] The question as to whether or 
not the Commission should grant the 
Southwestern Bell Telephone Com- 
pany a certificate of convenience and 
necessity to construct, maintain, and 
operate a telephone plant and system 
in that territory is one over which the 
Commission does have jurisdiction, 
and necessarily is an issue in this case. 
In passing upon the matter of grant- 
ing a certificate of convenience and 
necessity to any utility one of the im- 
portant questions to be taken into con- 
sideration by the Commission is 
whether or not the anticipated revenues 
are sufficient to compensate the utility 
for supporting the system required to 
furnish the service. This question is 
always involved in a case before the 
Commission. in which a utility seek- 
ing or indicating a willingness to ex- 
tend its lines into new territory in 
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order that the public may receive the 
service offered by the utility. We note 
that the telephone company has in its 
schedule filed with this Commission a 
rule by which it indicates the basis on - 
which it will extend service to new 
customers within the exchange areas 
in which it operates and, therefore, 
areas in which it holds a certificate for 
operating. Should it be granted a 
certificate in the area in which the peti- 
tioners herein are interested doubtless 
the company’s rule would apply as in 
other places. Under the decision of 
the supreme court in the case of State 
ex rel. St. Louis County Gas Co. v. 
Public Service Commission (1926) 
315 Mo 312, PUR1927A 187, 286 SW 
&4, it was held the Commission could 
not require a utility to extend its lines 
beyond the provisions of the rule set 
forth in the schedule filed by the util- 
ity.) The Southwestern Bell Tele- 
phone Company has filed in its sched- 
ule under, “Construction and Installa- 
tion Charges” the following rule for 
extensions of distributing plant out- 
side the initial rate area but within the 
exchange area in which it is furnishing 
service: 

“1. Extensions for Individuals or 
Small Groups: 

The telephone company will furnish 
service at the regular rates without 
construction charges or deposit, pro- 
vided the applicant (or applicants) 
can be served on existing pole line con- 
struction or by the placing of not more 
than three additional poles for each 
customer along the route of future 
permanent construction. The use of 
poles which is permitted without a 
deposit will be measured from the last 
existing pole which is not at that time 
covered by a deposit. In case the ex- 
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isting pole line construction does not 
extend to the initial rate area bound- 
ary, the measurement will start at the 
initial rate area boundary. An ap- 
plicant (or applicants) for telephone 
service for whom it is necessary to 
place additional poles which are not 
included in this allowance will be re- 
quired to make a deposit with the 
telephone company equivalent to the 
cost of such additional poles. 

“For each new customer served by 
lines attached to poles covered by a 
deposit, the depositor will be given a 
refund on the poles so used up to but 
not exceeding the deposit for three 
poles, or the total amount of his de- 
posit. Deposits not refunded as above 
within three years from the date serv- 
ice was established for the depositor, 
shall be retained by the telephone com- 
pany and the depositor shall be deemed 
to have relinquished all rights to said 
deposit or remaining part thereof. If, 
at any time before the expiration of 
the 3-year period, the service is dis- 
continued for any reason not the fault 
of the telephone company at the place 
to which service has been extended un- 
der this arrangement and remains so 
for a period of more than six months, 
the depositor or his assignee shall be 
deemed to have relinquished all rights 
to any money remaining on deposit. 

“If an applicant for service is so 
located in relation to existing and pro- 
posed permanent construction that he 
can be served by construction along a 
temporary route at less cost than by 
depositing the required amount for 
construction along the permanent 
route, he shall have the option of pay- 
ing the telephone company for the full 
cost of the specially constructed line or 
of making a deposit to cover the plac- 
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ing of additional poles along the per- 
manent route. The amount paid for 
the special construction is not a de- 
posit and will not be refunded as it 
represents the net cost to the company 
of providing temporary plant in ad- 
vance of permanent construction.” 

The evidence shows that the peti- 
tioners are very anxious to receive im- 
proved service and because of the pres- 
ent condition of their plant and inter- 
ference with electric lines of the co- 
Operative it is necessary to replace the 
present system with a system using 
metallic circuits, and that they desire 
the Southwestern Bell Telephone Com- 
pany to furnish the service within that 
area. 

The Commission finds that the pub- 
lic convenience and necessity will be 
served by granting the Southwestern 
Bell Telephone Company authority to 
engage in the construction, mainte- 
nance, and operation of a telephone ex- 
change and distributing lines in the 
community of Hughesville, and will 
authorize it to do so, extending the 
system under the rules and regulations 
it now has filed in its schedule govern- 
ing such matters. 

It is, therefore 

Ordered: 1. That the Commission 
hereby grants the Southwestern Bell 
Telephone Company a certificate of 
convenience and necessity to construct, 
maintain, and operate a telephone ex- 
change and distribution plant for fur- 
nishing service to the unincorporated 
community of Hughesville and the 
rural area described in the record in 
this case, and extend the lines and 
service under the rules and regulations 
as contained in the schedule filed by 
the Southwestern Bell Telephone Com- 
pany with this Commission. 


234 





SMITH v. SOUTHWESTE 


Ordered: 2. That this order shall 
take effect ten days after the date 
hereof, and that the secretary of the 
Commission shall forthwith serve on 
all parties interested herein a certified 
copy of this report and order and that 
the applicant and all other interested 
parties shall notify the Commission 
on or before the effective date of this 
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report and order, in the manner pre- 
scribed by § 25 of the Public Service 
Commission Law, whether the terms 
of this order are accepted and will be 
obeyed. 


James, Chairman, Boyer, Ferguson, 
Wilson, Francis, Commissioners, con- 
cur. 





UNITED STATES CIRCUIT COURT OF APPEALS, EIGHTH CIRCUIT 


National Labor 


Relations Board 


Central Muissour1 Telephone Company 


[No. 483, Original.] 


(115 F 


(2d) 563.) 


Interstate commerce, § 72 — Telephone service — Jurisdiction of National Labor 


Relations Board. 
1. A telephone company engage 
communications over lines lying 
effecting the transmission of int 


d mainly in the transmission of intrastate 
wholly within the limits of one state, but 
erstate messages by connecting its lines to 


those of an interstate telephone company, is an instrumentality of interstate 
commerce subject to the jurisdiction of the National Labor Relations Board, 


p. 237. 


Waiver and estoppel — Findings of fact — National Labor Relations Board. 


2. An express waiver of its righ 


t to findings of fact by the National Labor 


Relations Board and a consent that the Board issue its order based on the 


entire record precludes a telepl 


1one company from complaining that the 


Board did not find and that the record did not disclose any unfair labor 
practices, affecting commerce, p. 240. 


Labor, § 2 — Jurisdiction of National Labor Relations Board — Unfair practices. 


3. It is sufficient to show that a 


telephone company’s unfair labor practices 


might lead to strikes which threaten to obstruct interstate commerce to bring 
such company within the jurisdiction of the National Labor Relations Board, 


p. 240 


[November 27, 1940.] 


pee by National Labor Relations Board for enforcement 
of order against telephone company; judgment for petitioner. 
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APPEARANCES: L. N. D. Wells, 
Jr., Attorney, National Labor Rela- 
tions Board, of Washington (Charles 
Fahy, General Counsel, Robert B. 
Watts, Associate General Counsel, 
Laurence A. Knapp, Assistant General 
Counsel, and Bertram Edises and 
Malcolm S. Mason, all of Washington, 
Attorneys, National Labor Relations 
Board, on the brief), for petitioner ; 
Charles K. Hackler, of Warrensburg, 
for respondent. 

Before Sanborn and Thomas, Cir- 
cuit Judges, and Dewey, District 
Judge. 


Tuomas, Circuit Judge: The Na- 
tional Labor Relations Board has filed 
a petition in this court praying for the 
enforcement of the Board’s order of 
October 2, 1939, directed to the re- 
spondent, Central Missouri Telephone 


Company. The respondent moves to 
dismiss the petition on the ground that 
the Board lacked jurisdiction to issue 
the order. 


The respondent is a Missouri public 
utility corporation engaged in the busi- 
ness of owning and operating a number 
of local telephone exchanges in the 
state of Missouri. Upon charges duly 
filed by the International Brotherhood 
of Electrical Workers, Local Union 
B-1107, affiliated with the American 
Federation of Labor, the Board issued 
its complaint against respondent al- 
leging that respondent had engaged in 
and was engaging in unfair labor prac- 
tices affecting commerce within the 
meaning of § 8(1), (3), and (5), and 
§ 2(6), and (7) of the National Labor 
Relations Act, Chap. 372, § 1, 49 Stat. 
449, 29 USCA § 151 et seq. 

The respondent answered denying 
the alleged unfair labor practices and 
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stating affirmatively that its business 
and its relations with its employees are 
matters exclusively of local and intra- 
state concern and that its activities, and 
particularly its labor relations, do not 
affect commerce within the meaning of 
§ 10(a) and § 2(6), and (7) of the 
act, 29 USCA §8§ 160(a), 152(6) 
(7). At the close of the hearing the 
respondent moved to dismiss the pro- 
ceedings for want of jurisdiction. 
The trial examiner denied the motion 
and filed his intermediate report find- 
ing the respondent guilty of unfair 
labor practices affecting commerce as 
charged in the complaint. 

Thereafter the respondent and the 
Board agreed upon a stipulation of the 
main facts relative to the question of 
jurisdiction. The respondent, relying 
solely on this issue, waived its right to 
make exceptions to the report of the 
trial examiner, waived the making of 
findings of fact or conclusions of law 
by the Board, and consented that the 
Board issue a decision and order based 
upon the entire record including the 
stipulation. 

The order of the Board directs that 
respondent (1) cease and desist from 
(a) interfering with its employees in 
the exercise of their right of self-or- 
ganization and collective bargaining, 
(b) discouraging membership in Local 
Union B-1107, International Brother- 
hood of Electrical Workers, or any 
other labor organization, (c) refusing 
to bargain collectively with the union 
as the representative of respondent’s 
plant department employees, and (2) 
take the following affirmative action, 
(a) upon request, bargain collectively 
with the union as the exclusive repre- 
sentative of respondent’s plant depart- 
ment employees, and (b) post appro- 
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priate notices. The Board seeks en- 
forcement of the affirmative provisions 
of the order. The single question to 
be determined is that of jurisdiction. 
[1] The Board made findings of 
fact relative only to the jurisdictional 
question raised by the respondent. On 
this issue the findings, stipulations, and 
the uncontroverted record disclose in 
brief the following facts: The re- 
spondent is engaged in the business of 
using and licensing others to use tele- 
phones and other apparatuses and ap- 
pliances for the transmission of intelli- 
gence by electricity, and for such pur- 
poses constructing, owning, maintain- 
ing, and operating public and private 
telephone lines, central offices, and dis- 
trict exchanges. Twenty-four of the 
27 exchanges owned and operated by 
respondent are located in sections of 
Missouri contiguous with one another. 
The remaining three exchanges are 
located in a section of Missouri about 
500 miles distant from the general 
area served by the other 24. Ap- 
proximately three-fourths of the 27 
exchanges are connected with one an- 
other by a network of wires and toll 
lines operated by the respondent. 
None of its lines extend beyond the 
limits of the state of Missouri. 
Pursuant to §§ 4924-4926, Rev. 
Stat. of Mo. 1929, Mo. St. Ann 
§§ 4924-4926, pp. 2239, 2240, 2245, 
and under an agreement with the 
Southwestern Bell Telephone Compa- 
ny, the switchboards of respondent in 
24 of the 27 towns served by it are 
connected with the lines of the Bell 
company for the purpose of effecting 
the transmission of messages destined 
for delivery at points in Missouri not 
on the respondent’s lines and at points 
outside the state of Missouri. Mes- 


sages destined for interstate and for- 
eign delivery originating on the lines 
of respondent are routed over toll 
lines owned and operated by the Bell 
company and thence over the lines of 
the Bell system or those of other tele- 
phone companies. Whenever a long 
distance call is placed in any of the 24 
towns in which respondent’s switch- 
boards are connected with the lines of 
the Bell company the operator of re- 
spondent makes the wire connection 
with the Bell line and thereafter the 
call is handled by employees of the Bell 
system. Incoming calls are handled 
in the same manner. 

Interstate messages originating or 
received over  respondent’s _ lines 
amount to a relatively small per cent 
of the total messages transmitted by 
respondent in any one year. The rev- 
enue to respondent from this source, 
while substantial, is but a small portion 
of respondent’s gross operating reve- 
nue each year. 

The foregoing facts are all that need 
be considered in determining the juris- 
dictional question here presented, but 
additional facts found by the Board 
may be noted. The respondent main- 
tains a local office at Warrensburg, 
Missouri, and general offices in New- 
ton, lowa. With the exception of di- 
rector’s qualifying shares, all of the 
stock of the respondent is owned by 
Investors Telephone Company of Chi- 
cago, Illinois, a Delaware corporation, 
which is the sole owner of several tele- 
phone companies having their general 
offices at Newton. During the years 
1936, 1937, and 1938, the respondent 
purchased equipment and materials 
valued at $25,193.66, $32,689.83, and 
$26,766.35, respectively, substantially 
all of which were shipped from points. 
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outside the state of Missouri. During 
the same years the respondent’s gross 
operating revenue averaged approxi- 
mately more than $170,000 a year. 
Pursuant to the stipulated facts the 
Board found that the number of inter- 
state messages a month amounted to 
7.6 per cent of the total messages com- 
pleted, and the revenue therefor 
amounted to 13.2 per cent of the total 
revenue received in these years. The 
respondent now states that an error 
crept into these percentages as stipulat- 
ed and that actually the per cent of in- 
terstate messages to total messages 
handled, and the revenue derived there- 
from, is far smaller than that found 
by the Board. As will appear here- 
after, this fact, if true, is immaterial 
in reaching a decision. 

On the basis of the facts stated 
above the Board concluded that “re- 
spondent is engaged in traffic, commu- 
nication, and commerce among the sev- 
eral states and with foreign countries.” 

The respondent contends that as a 
matter of law the Board erred in this 
conclusion. It concedes that a com- 
pany itself engaged in interstate tele- 
phonic communication is an instrumen- 
tality of interstate commerce. The re- 
spondent urges, however, that it is not 
itself an interstate carrier and that its 
activities are not, therefore, subject to 
the regulatory power of the Federal 
government. Stated otherwise, the 
argument is that a local telephone com- 
pany, engaged mainly in the transmis- 
sion of intrastate communication over 
lines lying wholly within the limits of 
one state, cannot be held an instrument 
of interstate commerce by the mere 
fact that it effects the transmission of 
interstate messages to and from points 
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served by it by connecting its lines to 
those of an interstate carrier. 

These contentions clearly have been 
foreclosed to respondent by the deci- 
sions of the Supreme Court and by at 
least one decision of this circuit. The 
Daniel Ball v. United States (1871) 
10 Wall. (77 US) 557, 19 L ed 999; 
Cincinnati, N. O. & T. P. R. Co. v. 
Interstate Commerce Commission 
(1896) 162 US 184, 40 L ed 935, 16 
S Ct 700; United States v. Colorado 
& N. W. R. Co. (1907) 85 CCA 27, 
157 Fed 321, 15 LRA(NS) 167, 13 
Ann Cas 893; and see National Labor 
Relations Board v. Jones & L. Steel 
Corp. (1937) 301 US 1, 37, 81 Led 
893, 57 S Ct 615, 108 ALR 1352; 
Associated Press v. National Labor 
Relations Board (1937) 301 US 103, 
128, 81 L ed 953, 57 S Ct 650; Na- 
tional Labor Relations Board v. Fain- 
blatt (1939) 306 US 601, 606, 83 L 
ed 1014, 59 S Ct 668. “Interstate com- 
munication of a business nature, what- 
ever the means of such communication, 
is interstate commerce regulable by 
Congress under the Constitution.” 
Associated Press v. National Labor 
Relations Board, supra [301 US at p. 
128.] The respondent, in so far as it 
uses its lines to effect the trans- 
mission of interstate communication, 
thereby becomes an instrument of 
such commerce. In this respect it 
occupies no different position than 
any local transportation agency that 
may use its facilities as a link for 
the transportation of goods in inter- 
state commerce. The governing rule 
was stated long ago by the Supreme 
Court in holding the steamer Dan- 
iel Ball, plying exclusively between 
points within the state of Michigan but 
carrying goods some of which were 
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destined for places in states other than 
Michigan, engaged in interstate com- 
merce. In The Daniel Ball Case, su- 
pra, 10 Wall. at p. 565, the court said: 
“So far as she was employed in trans- 
porting goods destined for other states, 
or goods brought from without the 
limits of Michigan and destined to 
places within that state, she was en- 
gaged in commerce between the states, 
and however limited that commerce 
may have been, she was, so far as it 
went, subject to the legislation of Con- 
gress. She was employed as an instru- 
ment of that commerce; for whenever 
a commodity has begun to move as an 
article of trade from one state to an- 
other, commerce in that commodity 
between the states has commenced. 
The fact that several different and in- 
dependent agencies are employed in 
transporting the commodity, some act- 
ing entirely in one state, and some act- 
ing through two or more states, does 
in no respect affect the character of the 
transaction. To the extent in which 
each agency acts in that transportation, 
it is subject to the regulation of Con- 
gress.” 


The same principle was stated by 
this court in United States v. Colorado 
& N. W. R. Co. supra, in holding a 
small intrastate railroad company en- 
gaged in interstate commerce where its 
line was used to transport goods in in- 


terstate commerce. The court, at p- 
323 of 157 Fed stated: ‘Every part 
of every transportation of articles of 
commerce in a continuous passage 
from an inception in one state to a 
prescribed destination in another is a 
transaction of interstate commerce. 
Goods so carried never cease to be ar- 
ticles of interstate commerce from the 
time they are started upon their pas- 
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sage in one state until their delivery at 
their destination in the other is com- 
pleted, and they there mingle with and 
become a part of the great mass of 
property within the latter state. Their 
transportation never ceases to be a 
transaction of interstate commerce 
from its inception in one state until the 
delivery of the goods at their pre- 
scribed destinations in the other, and 
everyone who participates in it, who 
carries the goods through any part of 
their continuous passage, unavoidably 
engages in interstate commerce.” 

The rule of these decisions is clearly 
applicable to the activities of the re- 
spondent. The fact that only a small 
part of its activities are connected with 
interstate commerce is not material. 
“The power of Congress to regulate in- 
terstate commerce is plenary and ex- 
tends to all such commerce be it great 
or small.” National Labor Relations 
Board v. Fainblatt, supra, 306 US at 
p. 606. 


In its reply brief respondent insists 
that the evidence fails to show, and the 
Board failed to find, that its facilities 
are used by business concerns, that is, 
that any communications “of a busi- 
ness nature” are included in the serv- 
ice which it furnishes. The inference 
sought to be drawn is that the proof 
and the findings fail to establish that 
respondent is engaged in interstate 
commerce. It is stipulated, however, 
and the Board found that respondent 
is a public utility engaged in the trans- 
mission of intelligence between the 
states for hire. It was not necessary 
to prove or to find particularly that 
some of the messages carried interstate 
were orders for the shipment of mer- 
chandise from one state into another, 
or that some messages were concerned 
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with a particular business transaction. 
As a public utility it was bound to 
transmit messages of every or any de- 
scription offered by the public, includ- 
ing communications of a business na- 
ture. Section 2(6) of the act, supra, 
declares that “The term ‘commerce’ 
means trade, traffic, commerce, trans- 
portation or communication among the 
several states,” etc. The definition is 
broad enough to include all communi- 
cations of whatever nature transmitted 
by a public utility for hire. 

[2] The respondent contends fur- 
ther that even if it be held that respond- 
ent is engaged in interstate commerce 
the Board did not find and the record 
does not disclose that it has engaged in 
any unfair labor practice “affecting 
commerce” within the meaning of § 10 
(a) of the act, supra. The argument 
is that there is no finding and no show- 
ing that a strike among the 22 plant 


department employees of respondent, 
the unit affected by the Board’s order, 
would have any immediate effect upon 
the respondent’s communication facil- 


ities. The respondent states that it 
might be months before interstate com- 
munication would be in any manner 
affected, dependent on whether or not 
repairs of any consequence became nec- 
essary while the strike was in progress, 
and that in the meantime the switch- 
board operators could well continue to 
work as usual. 

The respondent is clearly not entitled 
to complain of any lack of a finding by 
the Board in this respect. Following 
the report of the trial examiner the 
respondent expressly waived its right 
to findings of fact by the Board and 
consented that the Board issue its or- 


der based upon the entire record. The 
waiver precludes a complaint on this 
score. 

[3] Further, it was not necessary 
that the evidence disclose that a strike 
induced by unfair labor practices of 
respondent would have an instantane- 
ous effect on interstate commerce. 
The record does disclose that nearly 
one-half of respondent’s plant depart- 
ment employees are engaged in routine 
repair work on respondent’s lines and 
other facilities of communication. The 
rest are engaged in rebuilding outworn 
lines and in new construction work. 
Any break in respondent’s lines, wheth- 
er due to storm or other causes, re- 
quires immediate attention if the com- 
munication facilities of respondent are 
not to be long disrupted. The relation 
of the respondent’s plant department 
employees to its interstate communica- 
+ion activities is therefore an intimate 
rather than a remote one. In this sit- 
uation the Board was not required to 
speculate on whether a strike among 
these employees would or would not 
instantly affect respondent’s facilities 
for interstate communication. Neces- 
sarily this result would depend on the 
time of the strike and the length of 
its continuance. It is enough, there- 
fore, that a showing is made that re- 
spondent’s unfair labor practices may 
lead to strikes which threaten to ob- 
struct commerce. National Labor Re- 
lations Board v. Fainblatt, supra; Vir- 
ginian R. Co. v. System Federation, 
R. E. D. (1937) 300 US 515, 554 et 
seq, 81 L ed 789, 57 S Ct 592. 

A decree will be entered enforcing 
the order in accord with the prayer 
of the Board’s petition. 
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City of Two Rivers 


Vv 


Commonwealth Telephone Company 


[2-U-1456.] 


Rates, § 209 — Unit for rate making — Telephone exchanges. 
1. The sole fact that free interexchange telephone service is furnished be- 
tween municipalities does not justify the treatment of separate exchanges 
as a unit for rate making, although the Commission may consider them as 
a unit if in its opinion the public interest so requires, p. 242. 

Expenses, § 92 — Rate case expenses — Amortization. 
2. Rate case expenses may reasonably be amortized over a period of 
about five years, p. 245. 

Valuation, § 413 — Evidence — Appraisals — Quotations. 
3. Appraisals of telephone company property must be critically regarded 
by the Commission, in estimating the reproduction cost new of such prop- 
erty, where the appraisals are based on quotations furnished upon request 
with no prospect of sale, p. 246. 

Valuation, § 98 — Accrued depreciation — Observation and inspection method — 

Life experience. 

4. An estimate of accrued depreciation based on judgment formed by ob- 
servation and inspection of the property, coupled with consideration of the 
life experience of property, is entitled to more weight than one which 
ignores the latter factor, p. 248. 

Depreciation, § 26 — Annual and accrued — Reasonableness of reserves. 
5. It is unreasonable to require subscribers to pay to a telephone company 
annual amounts for depreciation which will provide funds far in excess 
of those needed to meet those retirement causes which are recognized in 
estimating accrued depreciation, p. 248. 

Valuation, § 293 — Working capital — Advance payment. 
6. Customers supplying a utility’s working capital before disbursements 
become necessary should not be required to pay in rates a return on the 
amount they have already paid, p. 249. 

Valuation, § 338 — Going value — Development cost. 
7. Development costs must be excluded from going value since they are 
properly chargeable to operating expenses as a part of the cost to be paid 
by the ratepayers, p. 250. 

Return, § 111 — Telephone company — Reasonableness. 
8. A return to a telephone company of approximately 6 per cent was held 
to be fair and reasonable, p. 251. 

[December 4, 1940. Rehearing denied January 6, 1941.] 
241 37 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


ein on complaint that telephone rates were unjust and 
unreasonable; new rates established. Rehearing denied. 


APPEARANCES: City of Two Riv- 
ers, E. J. Donnelly, City Manager, for 
complainant; Commonwealth Tele- 
phone Company, William Ryan, At- 
torney, for defendant ; Central Trades 
and Labor Council of Two Rivers, 
Gerald La Vafe, for intervener, in 
behalf of complainant; C. J. Jasper, 
Attorney, of the Commission staff. 


By the Commission: On April 13, 
1939, complaint of the city of Two 
Rivers was filed alleging that the rates 
charged by the Commonwealth Tele- 
phone Company for service at Two 
Rivers were unjust and unreasonable. 

An examiner’s proposed report was 
issued, briefs were filed, and the case 
was argued orally. 

Two Rivers has a population of 
about 10,000. The complainant pre- 
sented statements comparing rates 
paid in cities of Wisconsin of com- 
parable size and data compiled from 
the annual reports indicating that the 
defendant company had earned at Two 
Rivers a return on net book value of 
12.79 per cent in 1937 and 1938 and 
8.71 per cent in 1939, 

For the company W. F. Sloan of 
Sloan & Cook of Chicago, its consult- 
ing engineers, and H. W. Pike, its 
rates and tariff engineer, testified. 
Other testimony was that of Russell 
J. Dymond, accountant, and Paul B. 
Turner, engineer, both of the Com- 
mission’s staff. Sloan and Turner 
testified on reproduction cost new and 
reproduction cost new less deprecia- 
tion; Dymond on original cost, the 
cost of the property to the defendant 
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company, and operating income; and 
Pike on rate of return, cash working 
capital, and certain other accounting 
matters. 


Inclusion of the Mishicot Exchange 


[1] The question whether the 
Mishicot exchange should be included 
in the consideration of this case must 
be resolved at the outset. While the 
value of the physical property in each 
exchange has for the most part been 
segregated in the appraisals and other 
exhibits, the company has submitted 
that both exchanges are a single op- 
erating area which should be treated 
as a unit for rate-making purposes, 
because free interexchange service is 
furnished between the two communi- 
ties. It cites the similar treatment ac- 
corded by our orders is 2—U-1475, in- 
volving exchanges at Waubeka and 
Newberg, and in 2—U-1476, involv- 
ing exchanges at Cedar Grove and 
Oostburg. 

Section 196.03(2), Statutes, em- 
powers the Commission to consider 
two or more municipalities as a unit 
for rate-making purposes “if in its 
opinion the public interest so requires.” 

In each of the two cases referred to 
the company applied for revision of 
rates of the two exchanges as a unit 
and no serious question was raised as 
to the propriety of so treating them. 

The complaint herein questions the 
reasonableness of the rates at Two 
Rivers only. The fact that free in- 
terexchange service is furnished be- 
tween the Two Rivers and the Mishi- 
cot exchange subscribers does not of 
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itself justify the treatment of Two 
Rivers and Mishicot as a unit for rate- 
making purposes. We do not deem 
that the public interest requires such 
treatment in this case. The only issue 
now before us is the reasonableness of 
the rates of the respondent at Two 
Rivers. 

The investment and operating costs 
and facilities necessary for furnishing 
free interexchange service between the 
two communities are included in the 
respective exchange investment and 
expense accounts. Since a major por- 
tion of the investment and expenses is 
included in the Two Rivers exchange 
accounts, the present rates to be pre- 
scribed herein will adequately cover 
the cost of free interexchange service 
used by Two Rivers subscribers. An 
allocation of these costs cannot be 
made from the present record but 
would not materially affect the result. 


Operating Income 


Evidence as to operating results 
covering the year ended December 
31, 1939, was introduced through tes- 
timony of witnesses Dymond of the 
Commission’s staff and Pike for the 
company. Results are summarized 
below: 


Operating Income 
Two Rivers Exchange 
Year 1939 
Pike 


$51,754 


Dymond 
Operating revenues $51,754 
Operating Expenses: 
Operations and maintenance 
Depreciation 
Amortization of telephone 
plant acquisition adjust- 


24,978 24,978 


6,375 


258 
3,801 
$35,412 


$14,345 $16,342 
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It will be noted that differences in 
the income statements occur in the 
items of depreciation expense, amorti- 
zation of telephone plant acquisition 
adjustment, and estimate of taxes. 


Depreciation expense. 

Pike figured depreciation expense 
at $8,972 based on the application of 
43 per cent of depreciable plant sub- 
ject to depreciation charges through 
depreciation expense account. Dy- 


mond computed the item by applying 
the depreciation rates certified by the 
Commission on April 30, 1935, in 
Docket 2—U-—748, Re Commonwealth 
Teleph. Co. to the average original 
cost of each primary plant account for 
the Two Rivers exchange. 


Pike’s estimate is a judgment fig- 
ure. He contended that the rates cer- 
tified by the Commission were regard- 
ed as minimum rates and were estab- 
lished for the company as a whole and 
are, therefore, not necessarily appli- 
cable to the Two Rivers plant. The 
claim of 4.5 per cent allowance for 
current depreciation is inconsistent 
with the company’s estimate of ac- 
crued depreciation. The depreciation 
reserve for the Two Rivers property 
calculated on the basis of the certified 
rates for the period in effect results in 
an average depreciation reserve for 
the period ended in December, 1939, 
of $50,906, which is 24 per cent of its 
estimated original cost of the plant of 
$213,789, while Sloan estimates ac- 
crued depreciation at only 15 per cent. 

The depreciation rates used by Dy- 
mond were established as average 
rates for the company as a whole in 
2-U-748, pursuant to § 196.09, Stat- 
utes. No change in the rates certified 
has been sought by the company, nor 


37 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


did it offer evidence in this proceed- 
ing to show that conditions at Two 
Rivers are such as to warrant depar- 
ture from the company’s certified rates. 


Taxes. 

Pike and Dymond allocated taxes 
of $3,459 and $3,801, respectively, to 
the Two Rivers exchange. Pike’s 
figure is the amount recorded on the 
books of the company as assignable to 
that exchange. The difference in the 
allocations is due principally to Dy- 
mond’s allocation of income taxes to 
exchanges on the basis of net income 
before income taxes but after deduc- 
tion for interest and nonoperating ex- 
penses. This method appears logical 
and reasonable. Since the filing of the 
complaint Federal income taxes have 
been increased. Had the new rates 
been effective in 1939 the amount of 
income taxes assigned to Two Rivers 
would have been increased about $300. 


Amortization of plant acquisition ac- 
count. 

Dymond included $258 for amorti- 
zation of telephone plant acquisition. 
This account represents the difference 
between original cost of telephone 
plant (defined as the cost of the plant 
when first dedicated to public use) and 
the cost of it to the company. In this 
instance it is composed of (1) the 
amount by which the purchase price of 
telephone plant exceeded its original 
cost due to increases in price levels at 
the date of purchase over the levels at 
the time of construction and (2) in- 
tangible elements of value paid for at 
the date of acquisition. 

Dymond shows a total average of 
telephone plant acquisition adjustment 
of $8,472 assignable to the Two Riv- 
ers exchange for the year 1939, in- 


cluding a small amount applicable to 
general property located at Madison 
but assignable in part to the Two Rivy- 
ers exchange. Of this amount $4,001 
is the unamortized balance of the so- 
called “price level” portion of the ac- 
count and the remaining $4,471 is de- 
signated as going value. Dymond 
amortizes the price level portion of the 
adjustment over a period of eighteen 
years, making an annuai charge of 
$258. He includes it in operating ex- 
pense in computing the return earned 
on the depreciated cost of the plant and 
excludes it in computing the return 
earned on depreciated original cost. 


Additional expense items. 

Certain additional items of expense 
not fully reflected in the 1939 opera- 
tions should be considered. Pike esti- 
mates that $283 of additional expense 
should be included to give effect to the 
requirements of the Federal Fair La- 
bor Standards (Wages and Hours) 
Act. The average annual additional 
cost for five years after October 1, 
1939, is estimated at $377, of which 
one-fourth is already included in the 
1939 accounts. 

The company proposes to amortize 
rate case expense over a period of 
three years. It is agreed that such 
expenses should be amortized but the 
length of the period is questioned. 
This is the first rate case involving this 
exchange since 1926 and it is improb- 
able that there will be another for sev- 
eral years to come. 

Dymond testified that expenses for 
the year 1939 included rate case ex- 
penses of $1,060, of which about $120 
was included in commercial expenses 
and $940 in other general expenses. 
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In addition to this amount there ap- 
pears to be $5,500 of rate case expense 
incurred to June 30, 1940, to be con- 
sidered. 


Summary. 

[2] Upon a consideration of the 
evidence thereon and for the reasons 
stated, we conclude that the following 
items of operating expense are reason- 
able and proper for determination of 
net operating income for the year 
1939: 

1. That the sum of $6,375 is rea- 
sonable and adequate to cover depreci- 
ation expense. 

2. That the item of taxes should be 
allowed at $3,801 plus $300 to cover 
increased Federal income taxes which 
have become effective since the hear- 
ing. 

3. That $258 should be included as 
an operating expense for amortization 
of the “price level” portion of the tele- 
phone acquisition adjustment account 
in computing the return on the depre- 
ciated cost of the plant to the company 
but not in computing return on the de- 
preciated original cost. 

4. That $283 should be included as 
an additional expense item to reflect 
increased requirements of the Federal 
Fair Labor Standards Act. 

5. That the expenses of defending 
this rate case may reasonably be amor- 
tized over a period of about five years, 
or somewhat longer, if substantial ex- 
penses have been or will be incurred 
after June 30, 1940, and that not more 
than $1,250 per year may be reason- 
ably included as an operating expense 
for this purpose. 


With these adjustments the operat- 
ing income for the Two Rivers plant, 
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based on the 1939 operations, is as fol- 
lows : 


Net operating income per Dymond’s 
Ex, 11 


Additional expense due to “Wages 
and Hours Act” per Pike’s Ex. 6 
Additional rate case expense allow- . 
ance over and above amount of 
$1,060 included in 1939 expenses 


Total deductions 


Adjusted operating income ......... 
Deduct amortization of telephone plant 
acquisition 


$15,869 
The Rate Base 


Costs of property. 

Dymond presented evidence con- 
cerning the original cost of property 
and the cost to the present owner. His 
Exhibit 11 includes the following de- 
tails: [Details in Table I omitted. 
Total net cost to company is shown as 
$174,321.] 

The property costs in Table I are 
based on a determination made in an 
earlier case as of December 31, 1936, 
in 2-U-984, Re Commonwealth 
Teleph. Co. To the figures there de- 
termined have been added net changes 
appearing on the company’s books be- 
tween December 31, 1936, and Decem- 
ber 31, 1939. 

While the opinion in 2-U-984 in- 
dicates that the original cost figures 
as there determined might be subject 
to some further adjustment, the fig- 
ures are the best available. It is im- 
probable that they would be material- 
ly increased, if at all, particularly 
since the cost to the company is in ex- 
cess of the estimated original cost by 
only $8,472 in which is included $4,- 
471 as going value. In fact, a decrease 
would be as likely as an increase. 

Dymond’s depreciation reserve de- 
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duction is based upon the analysis of 
the reserve made in 2-U-984, supra, 
as of December 31, 1936. Annual ac- 
cruals of depreciation based on the 
certified depreciation rates were added 
and book retirements deducted. The 
reserve so calculated amounts to $50,- 
617 for the year 1939 or about 24 per 
cent of original cost of plant. 


Appraisals. 

Sloan and Turner made their ap- 
praisals upon an agreed inventory of 
property taken under the direction of 
Sloan and checked in the field by the 
Commission’s engineering staff. Each 
engineer applied his own unit prices 
to the inventory and made his own es- 
timate of accrued depreciation. 

Upon checking Sloan’s inventory 
and appraisal Turner differed on some 
minor items of physical property, but 
they were of negligible importance ex- 
cept for central office equipment. 
There is also a difference on interest 
during construction. Sloan used 2 
per cent based on a so-called ‘“whole- 
sale reproduction” basis, while Turner 
applied 1 per cent on the basis of “‘re- 
production as constructed.” [Table 
II omitted shows Sloan cost of repro- 
duction $248,860, and depreciated 
$211,601 ; Turner cost of reproduction 
$226,600, and depreciated $157,398. ] 


Central office equipment. 

[3] Sloan estimates the cost of re- 
production of central office equipment 
at $68,208, while Turner’s figure is 
$50,368, a difference of $17,840. 
Sloan’s estimate is based on a quota- 
tion of the Automatic Electric Com- 
pany which furnished the equipment. 
It represents also Sloan’s judgment of 
what the reproduction of an identical 
switchboard would cost as of July 1, 
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1939, and is stated by him to be in line 
with his general experience elsewhere, 
The estimate is an all-over price which 
represents a cost per line of about $85 
as compared to original (1926) cost 
of about $43,800 or approximately 
$50 per line. Sloan’s figure is ap- 
proximately 155 per cent of the origi- 
nal cost. 

Automatic Electric Company in 
1939 installed an addition of the same 
equipment in the Sullivan exchange 
of the Illinois Commercial Telephone 
Company at a cost of approximately 
$65 per line. Another switchboard 
firm had in 1939 made an offer to in- 
stall a “relaymatic” board, which ren- 
ders the same service but is not of 
precisely the same type of board as 
that in use at Two Rivers, at a cost of 
approximately $52 per line. Another 
offer of this same type of board in 
April 1939 was for $43 per line, while 
the manufacturer of the Two Rivers 
board quoted a price of $59 per line 
for its board of similar capacity. 

Other data indicate that for boards 
equipped up to 30 lines, costs are as 
high as $100 per line; for boards of 
between 30 to 60 lines equipped, pric- 
es range from $70 to $80 per line; for 
boards of 60 to 100 lines, the cost 
varies from $60 to $70 per line; and 
boards in excess of 100 lines cost from 
$50 to $60 per line. The quotation, 
given as a lump sum, used by Sloan & 
Cook approximates $85 per line for a 
board of 800 lines. 

Trends of the costs of boards of 
other types and of the major materi- 
als going into the construction of 
boards were introduced. A manual 
PBX in 1939 cost 111 per cent of the 
1930 cost. Another manufacturer's 
index on switchboards was 99 per cent 
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of 1926 costs ; that of still another for 
magneto boards was 113 per cent. 
Western Electric Company’s trend of 
prices for automatic step-by-step 
equipment gives an index of 105 per 
cent for 1936 as compared to 1926. 
Since 1933 Automatic Electric Com- 
pany has declined to submit estimates 
of costs of installation to the Commis- 
sion’s engineering department, but 
during the period from 1926 to 1933 
the cost index of its boards followed 
closely the trend of prices on other 
boards. 

As further indication of the trend 
of switchboard costs, wholesale prices 
of switchboard materials and average 
hourly rates of pay, taken from the 
United States Department of Com- 
merce bulletins, were presented. With 
1926 as a base, finished steel products 
were 100 per cent, factory finished 


products 804 per cent, electrolytic cop- 
per 794 per cent, brass sheets 93 per 
cent, skilled and semiskilled average 
hourly labor earnings 123 per cent. 


In the exercise of judgment based 
on the foregoing information Turner 
arrived at an index of 115 per cent of 
the 1926 cost as the 1939 reproduc- 
tion cost of the board or $50,368. 

While we have given due considera- 
tion to both estimates, it must be not- 
ed that any quotation such as used by 
Sloan, furnished upon request with no 
prospect of sale, will likely be higher 
than actual competitive bid prices. It 
is true that the particular type of auto- 
matic equipment now installed at the 
Two Rivers exchange is manufactured 
only by the Automatic Electric Com- 
pany, but prices therefor must as a 
matter of commercial necessity be 
made with due regard to the compe- 
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tition with other types of similar 
equipment. The reasonableness of a 
quotation with no sale in prospect must 
always be critically regarded. 


Accrued depreciation. 

A wide difference between the 
Sloan and the Turner appraisals exists 
in the estimates of accrued deprecia- 
tion. Sloan estimates the property to 
be in 85.3 per cent condition while 
Turner’s estimate is 69.5 per cent. 
For the total property at Two Rivers, 
exclusive of the allocation of Madison 
property, Sloan’s estimate of repro- 
duction cost new as of July 1, 1939, 
is $244,529 and reproduction cost new 
less depreciation $208,537, as com- 
pared with Turner’s figures of $222,- 
282 and $154,432, respectively. 


Both engineers made an inspection 
of the property for evidences of de- 
terioration. Sloan testified that he 
had given consideration to the date 
of installation of the property and its 
age. He testified further that he in- 
vestigated as to whether any of the 
plant was inadequate for the service it 
was being called upon to render and 
attempted to determine if any of the 
equipment was obsolete but found no 
existing inadequacy or obsolescence. 
He took into consideration the ability 
of the property to render service to 
which it was devoted and to continue 
to render such service. 

Sloan testified that no conclusion as 
to life can be drawn from his finding 
of 10 per cent depreciation on a build- 
ing fourteen years old. When ques- 
tioned as to whether or not he believed 
obsolescence and depreciation amount- 
ed to only about 2/3 of 1 per cent a 
year on central office equipment which 
he had also placed at 90 per cent con- 
37 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


dition at an age of fourteen years, Mr. 
Sloan answered: 

“T don’t think you can do that on an 
annual rate basis. It is the same as on 
the building. The equipment is in ex- 
cellent operating condition and the 
cost of maintaining it is slightly dif- 
ferent than on a brand new one. There 
have been a few improvements in that 
type of equipment, but not enough so 
as to affect the cost of operation. The 
life of that thing is almost indefinite 
from a purely physical point of view. 
The reason a vast amount of telephone 
equipment is retired from plant is not 
because it is worn out, but because of 
other reasons. It may become too 
small. Or some very startling new 
development may occur in the art that 
makes it economical to take it out. 
But as far as the cost to the public is 
concerned, it is practically the same as 
a new one.” 

Concerning the depreciation of 
poles and the consideration of their 
ability to render service, Mr. Sloan 
testified : 

“Tf a pole is carrying a crossarm of 
wire and has much rot, that ability is 
depreciated or gone to a certain extent. 
Now, if it has two crossarms, its abil- 
ity is lessened greatly, in greater pro- 
portion. The heavier the load the 
greater a certain degree of rot affects 
its potential factor of safety as a load 
carrying device.” 

From this and other testimony it is 
apparent that in estimating accrued 
depreciation the witness gave pre- 
dominant weight to the functional ef- 
ficiency of the different units of prop- 
erty, and in certain classes of property 
such as poles to the percentage of al- 
lowable loss in strength, without ma- 
terial consideration of the age of the 
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property and the length of time it may 
reasonably be expected to give satis. 
factory service. 

Turner in his inspection of the prop- 
erty and study of its accrued depre- 
ciation, concerned himself with its ex. 
isting physical condition, the probable 
remaining useful life of each unit and 
class of property, and the relation of 
such probable remaining useful life to 
the normal life experienced by the type 
of property being appraised. From 
information so obtained and from his 
judgment and experience as to the 
normal life experienced by the type of 
property evaluated, Turner estimated 
the accrued depreciation and condition 
per cent of each class of property. 

[4,5] (The judgment of any one 
engineer formed by careful observa- 
tion and inspection, standing alone, 
may and often does differ materially 


from the judgment of another en- 


gineer. An estimate based on judg- 
ment formed by observation and in- 
spection of the property coupled with 
consideration of the life experience of 
property is entitled to more weight 
than one which ignores the latter fac- 
tor. The criticism of the supreme 
court in Wisconsin Teleph. Co. v. Pub- 
lic Service Commission (1939) 232 
Wis 274, 30 PUR(NS) 65, 287 NW 
122, of estimating accrued deprecia- 
tion without physical inspection does 
not apply to the use of life experience 
data in conjunction with observation 
and inspection. ) 

We again call attention to the in- 
consistency of requiring subscribers 
to pay to a company annual amounts 
for depreciation which will provide 
funds far in excess of those needed to 
meet those retirement causes which 
are recognized in estimating accrued 
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depreciation. Were we to adopt the 
company’s view with respect to ac- 
crued depreciation and annual depre- 
ciation requirements, we would place 
upon the subscriber a double burden, 
namely, the necessity of paying rates 
ona value which excludes some of the 
known causes of depreciation in tele- 
phone plant and at the same time pro- 
vides to the company annually through 
rate charges sufficient funds to cover 
depreciation resulting from all causes. 


Working capital. 

Dymond estimated total working 
capital of $9,300, of which $7,500 
consisted of materials and supplies and 
$1,800 of cash requirements. The 
materials and supplies item is based on 
the allocation of total average invest- 
ment of the company in materials and 
supplies of $211,399 during 1939 to 
Two Rivers on the basis of the amount 
of plant at Two Rivers in relation to 
the total plant. Cash requirement was 
estimated on the basis of lag in col- 
lection of revenues following the ren- 
dition of service and of the investment 
in prepayments. A study that Dy- 
mond made of the actual experience of 
the respondent indicated that about 
twenty-one days, or 5.7 per cent of a 
year, elapsed between the rendition of 
service and the collection of revenues. 
Therefore, he estimated cash require- 
ments of 5.7 per cent of operating ex- 
penses, inclusive of cost of removal of 
plant, and exclusive of depreciation, 
taxes, and net wiring loss. He arrived 
at a cash requirement of $1,439 which 
with the average investment in prepaid 
expenses of $321 made a total of $1,- 
750, which he rounded off to $1,800. 

Pike’s computation of cash working 
capital was based on $3.01 a station 


to maintain a bank balance sufficient 
to avoid the payment of service and 
miscellaneous bank charges and $5.22 
per company-owned station for mate- 
rials and supplies. These amounts re- 
sult in $5,252 of cash requirements 
and $8,310 of materials and supplies, 
a total of $13,562. 

The difference between the Pike and 
Dymond reports in allowance for ma- 
terials and supplies lies in the method 
of allocation to the Two Rivers ex- 
change. Dymond allocates the total 
investment on the basis of plant cost 
and obtains $7,500; Pike on the basis 
of company-owned stations, and de- 
rives an amount of $8,310. 

Sloan estimated total working capi- 
tal at Two Rivers and Mishicot ex- 
changes at $14,000. He does not di- 
vide this amount as between Mishicot 
and Two Rivers but testified that it 
might be apportioned on the basis of 
respective plant values or on the basis 
of number of stations in the respective 
exchanges. On the basis of plant val- 
ues as computed by Sloan 89.02 per 
cent or $12,463 of the total would be 
apportioned to Two Rivers. 

[6] Dymond’s estimate, however, 
appears adequate. Revenues in 1939 
were $51,754 of which $29,344 (oper- 
ating costs of $25,544 plus taxes of 
$3,801) was required for cash operat- 
ing expenses. During each month 
there is thus collected $2,445 (1/12 of 
$29,344) for operating working cap- 
ital. The disbursements (assuming 
every bill were paid in cash immediate- 
ly) would be $2,130 (1/12 of $25,- 
544). Hence, cash on hand available 
for operating expenses would increase 
by $315 each month building up from 
a cash working capital allowance of 
$1,450 (Dymond) to a total at the 
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end of the year of $4,725, after pay- 
ing $505 of social security, capital 
stock, and remainder assessment tax- 
es. If the calculations were extended 
through a second year when gross rev- 
enue and income taxes for the first 
year must be paid, it would be found 
that the allowance of $1,450 would 
enable the company to pay all expenses 
when due and provide an average cash 
balance for operating expense purposes 
of from $4,500 to $5,000. Ina large 
measure, the customer supplies the 
working capital before disbursements 
become necessary, and having done so, 
it is inequitable to require him to pay 
in rates a return on the amount he has 
already paid. 


Going value. 

[7] Sloan includes $20,000 as go- 
ing value in his appraisal for the two 
exchanges of Mishicot and Two Riv- 
ers. He did not attempt to separate 
the amount between Two Rivers and 
Mishicot, but thought that it could be 
done on a station basis which would 
assign about $18,400 to the Two Riv- 
ers exchange. He defines going value 
as “that value the property has over 
and above its physical items of cost 
that represents what it takes to make a 
going concern out of it.”’ He testified 
that among the elements to be consid- 
ered in determining going value were 
training of employees, development 
costs from the time of the building of 
the property until it is a going concern, 
cost of carrying the plant until it is 
earning money, with effect given to 
the location of the plant as to whether 
in a community which could ultimate- 
ly support the investment and in which 
people are of the type that will make 
use of telephones. He did not make a 
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specific study of the various items but 
considered all of them in arriving at 
his judgment figure. 

In Los Angeles Gas & E. Corp. vy. 
California R. Commission, 289 US 
287, 313, 77 L ed 1180, 1196, PUR 
1933C 229, 246, 53 S Ct 637, the 
court distinguishes going value from 
good will. The same court has also 
held that upon proof of its existence, 
going value may have a place in the 
base upon which rates are to be com- 
puted. (Dayton Power & Light Co. 
v. Ohio Pub. Utilities Commission 
(1934) 292 US 290, 78 L ed 1267, 3 
PUR(NS) 279, 54 S Ct 647.) 

The rule in the Los Angeles Gas 
Case, supra, that the determination of 
going value “calls for consideration of 
the history and circumstances of the 
particular enterprise” has not been ap- 
plied by Sloan. Furthermore, the 
statement of his conception of the ele- 
ments which go to make up his total 
judgment estimate discloses that some 
elements he includes are improper in a 
determination of going value. For 
example, the item of cost of training 
employees is one which is normally 
covered by operating expenses and to 
the extent incurred has already been 
paid by the ratepayers. Development 
costs are properly chargeable to oper- 
ating expenses as a part of the cost to 
be paid by the ratepayers. In Galves- 
ton Electric Co. v. Galveston, 258 US 
388, 66 L ed 678, PUR1922D 159, 
42 S Ct 351, the Court has specifically 
excluded from going value the cost 
of carrying the plant until it is earning 
money. 

No testimony was offered to indi- 
cate that the telephone development in 
Two Rivers, with relation to the aver- 
age telephone development in com- 
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munities of like size, was such as to 
warrant any substantial allowance for 
that factor. 

We are fully cognizant that both 
our supreme court and the United 
States Supreme Court have held that 
the fair value of utility property may 
be in excess of the bare bones value of 
the physical property and that such 
additional value as there may be is a 
property right to be considered in de- 
termining the value upon which the 
owner has a right to make a fair re- 
turn. 


Summary. 

We have thus before us evidence 
bearing upon the fair value of the 
property of the company in Two Riv- 
ers as of June 30, 1939, which may 
be summarized as follows: 


Net original cost 

Net cost to company 

Estimated reproduction cost new 
less depreciation? 


$165,849 
174,3211 


211.6018 


lIncludes going value of $4,471 in acquisi- 
tion adjustment account. 

2 Both reproduction cost estimates include 
about one-half of the free interexchange toll 


line between Two Rivers and Mishicot. 
net gem cost of this line is $1,293. 

8This does not include going value which 
Sloan estimates at $18,400. 


The 


In arriving at our determination of 
the fair value of the property devoted 
to the public service, we have given 
due consideration to the evidence as 
to the original cost of the property, the 
cost of the same to the defendant com- 
pany and to both of the engineering 
appraisals including all of the evidence 
as to the cost of reproduction new and 
the extent of accrued depreciation. 
Upon such consideration of all of 
these factors and including allowance 
for an allocation to the Two Rivers 
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exchange of a proper portion of the 
general property at Madison, for cash 
working capital requirements and nec- 
essary investment in materials and 
supplies, and for going value, we find 
that the fair value of the property for 
rate-making purposes is $189,000. 


Rate of Return 


[8] No evidence on rate of return 
was offered. In view of the present 
cost of money, recent decisions of the 
courts as to a reasonable rate of re- 
turn, and the nature and requirements 
of the Two Rivers exchange, a return 
of approximately 6 per cent on the 
rate base above appears fair and rea- 
sonable. Six per cent on $189,000 is 
$11,340. The adjusted 1939 operat- 
ing income is about $16,000, which, 
after consideration of increased in- 
come taxes, becomes $15,700, or $4,- 
360 in excess of a 6 per cent return. 
The revised schedule of telephone 
rates prescribed herein on the basis 
of the December, 1939, data, will yield 
a 6 per cent return and will result in 
an annual saving to the subscribers 
of the exchange of about $6,200. 
After allowance for savings in income 
and gross revenue taxes, the rates 
herein prescribed will reduce the com- 
pany’s operating revenues by about 
$4,350 a year. 

The Commission finds: 

1, That the reasonable value of the 
Two Rivers property of the Common- 
wealth Telephone Company for rate- 
making purposes is $189,000. 

2. That the schedule of rates now 
effective produces more than a reason- 
able return upon such rate base and 
that the present rates for the classes of 
service enumerated in the order here- 
in are unreasonable. 
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3. That the rates herein prescribed 
are and for the future will be reasona- 
ble. 


Order Denying Rehearing 


The Commission on December 4, 
1940, issued its order in the above en- 
titled matter [printed herewith] 
wherein it found a reasonable value of 
the Two Rivers property of the Com- 
monwealth Telephone Company for 
rate-making purposes and that the now 
effective schedule of rates produces 
more than a reasonable return on such 
rate base. A reasonable schedule of 
rates for the city of Two Rivers was 
prescribed. 

On December 24 the Common- 
wealth Telephone Company filed ap- 
plication for rehearing alleging that 
the order of the Commission was un- 
reasonable and unlawful in that (1) 
the amount found by the Commission 
as a reasonable value of the property is 
erroneous because it is too small; (2) 
the amount of accrued depreciation 
determined by the Commission is ex- 
cessive; (3) that the amount allowed 
by the Commission for working cap- 
ital is inadequate and insufficient ; (4) 
that the amount of going value al- 
lowed by the Commission is inade- 
quate and insufficient; (5) that the de- 
preciation rates certified by the Com- 
mission on April 30, 1935, and consid- 
ered in this complaint, are insufficient 
for and inapplicable to the Two Riv- 
ers exchange; (6) that an insufficient 
proportion of rate case expense is al- 
lowed as an annual operating expense, 
and that the period over which rate 
case expense is to be amortized is un- 
reasonably long; (7) that an improper 
method was used in determining sal- 
vage value which actually exists in 
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the property; (8) that the rate of re- 
turn resulting from the determinations 
and findings of the Commission is 
higher than the actual rate of return 
which will be experienced by the com- 
pany under the prescribed rate sched- 
ule; and (9) that the determination of 
the Commission not to include the 
Mishicot exchange with the exchange 
of Two Rivers in determining rates 
for the two communities is unreasona- 
ble. 

The application for rehearing does 
not request permission for introduc- 
tion of further testimony to support 
the allegations of wunreasonableness 
and unlawfulness. 

As to allegations 1 to 8, inclusive, it 
may be said that we carefully consid- 
ered the record in entering our deci- 
sion and order and felt that the order 
was sufficiently supported by that rec- 
ord. We also gave full consideration 
to the value of the service rendered by 
the Commonwealth Telephone Com- 
pany at its Two Rivers exchange and 
the effect of the reduction of rates 
upon the development of its busi- 
ness. 

As to allegation 9; namely, that the 
Commission’s determination to ex- 
clude the Mishicot exchange in the de- 
termining of rates for Two Rivers 
and Mishicot is unreasonable and that 
the two exchanges should be consid- 
ered together since they constitute a 
single community for many business 
purposes. Our order of December 4th 
pointed out that the only issue before 
us was the reasonableness of the rates 
of the respondent at Two Rivers, and 
that the public interest did not require 
the treatment of the Mishicot ex- 
change at that time. Furthermore. 
upon issuance of the examiner’s re- 
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port of July 15, 1940, in the instant 
case, respondent was put upon notice 
that recommendation for separate 
treatment of the Two Rivers com- 
plaint had been made ; that in argument 
upon the examiner’s report no issue 
was taken with such recommendation. 
Respondent chose to solve the problem 
which arose at the Mishicot exchange 
by reason of the recommendation to 
treat Two Rivers alone by an appli- 
cation (2-U-1636) of July 26, 1940, 
for an increase of rates at its Mishicot 
exchange. In his opening statement 
in the hearing of such application, 


report indicated that he did not think 
that Mishicot was properly included in 
Two Rivers. And I felt that the ob- 
servations of the examiner were pret- 
ty sound and for that reason we decid- 
ed to make application to the Commis- 
sion for a consideration of the rates at 
Mishicot.” 

Because allegation 9 is belated, it 
may not be given consideration as rea- 
son for granting rehearing. 

The Commission concludes after 
due consideration of the application 
for rehearing and its allegations that 
no good purposes could be served by a 


counsel said, “. . The examiner’s rehearing. 





NEW YORK SUPREME COURT, SPECIAL TERM, 
NEW YORK COUNTY 


John A. Trinchere et al. 


United Electric Light & Power Company et al. 


(175 Misc. 622, 24 NY Supp(2d) 681.) 


Rates, § 280 — Service charges — Statutory prohibition — Scope. 


The statutory prohibition of a service charge by a gas company (Public 
Service Law, § 65, subdiv. 6) does not prohibit a service charge in an elec- 
tric rate schedule, notwithstanding an amendment of a preceding section 
to broaden the scope of the article in which the statutory prohibition is 
contained so as to apply to both gas and electric corporations. 


[December 20, 1940.] 


PPLICATION by one of defendants for judgment on plead- 
A ings, pursuant to Rule 112 of the Rules of Civil Practice, 
in action for injunction, for an accounting, and for damages 
because of alleged violation of statutory prohibition against 

service charge; motion granted. 
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APPEARANCES: J. Carlisle Swaim, 
of New York city, for plaintiffs ; Whit- 
man, Ransom, Coulson & Goetz, of 
New York city (Jacob H. Goetz and 
Henry S. Reeder, both of New York 
city, of counsel), for defendant Con- 
solidated Edison Co. 


Kocu, Justice: This is an applica- 
tion by one of the defendants for judg- 
ment on the pleadings pursuant to 
Rule 112 of the Rules of Civil Practice. 
The action is instituted to obtain an 
injunction against an alleged violation 
of § 65, subdiv. 6 of the Public Service 
Law, an accounting for moneys of the 
plaintiffs’ assignors had and received 
by the defendants, as a result of the 
alleged violation; for a judgment for 
any damages sustained, and for mon- 
eys had and received, of the plaintiffs’ 
assignors, that such accounting may 
disclose to be due. 

The complaint alleges that the plain- 
tiffs’ assignors purchased from the 
moving defendant, and its predeces- 
sors, electricity at rates demanded by 
them. 

It further alleges that the rates 
charged the assignors for such elec- 
tricity included a “demand charge” 
which plaintiffs alleged was a “‘service 
charge” in violation of § 65, subdiv. 
6 of the Public Service Law. 

Section 65, subdiv. 6 provides: “6. 
Service charges prohibited. Every 
gas corporation shall charge for gas 
supplied a fair and reasonable price. 
No such corporation shall make or im- 
pose an additional charge or fee for 
service or for the installation of ap- 
paratus or the use of apparatus in- 
stalled.” 

The above subdivision of § 65 is 
clear and unambiguous and was en- 


acted to prevent a “gas corporation” 
from charging anything but a fair and 
reasonable price for “gas” supplied. 


To further specify what it meant the | 
legislature added the second sentence | 
specifically prohibiting the addition of | 
any of three designated types of | 


charges. 


The complaint alleges the purchase | 
Subdivi- | 
sion 6 of § 65 specifically refers to 
the price to be charged for “gas.” It | 


of “electricity” not “gas.” 


makes no such reference to the price to 
be charged for “electricity.” Nor is 


there a comparable subdivision in § 65 | 


referring to electricity. 
If the plaintiffs relied solely on 


subdiv. 6 of § 65, there could be no | 


possible doubt that the complaint is in- 
sufficient. However, plaintiffs predi- 
cate their right to relief on a construc- 
tion of § 65, subdiv. 6, read in con- 
junction with § 64. 

Section 64 reads as follows: “This 
article shall apply to the manufacture, 
conveying, transportation, and fur- 
nishing of gas (natural or manu- 
factured or mixture of both) for light, 
heat, or power and the generation, fur- 
nishing, and transmission of electricity 
for light, heat, or power. Within the 
meaning of any provision of this ar- 
ticle, each of the terms ‘gas corpora- 
tion’ and ‘electric corporation’ also 
shall include a gas and electric corpora- 
tion, that is, such a corporation as is 
organized for the objects and purposes 
of both a gas corporation and an elec- 
tric corporation, as the context of such 
provisions and the powers actually ex- 
ercised by such gas and electric cor- 
poration may require.” 

It is plaintiffs’ contention that orig- 
inally § 64 consisted only of the first 
sentence, that by the addition of the 
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second sentence by amendment the leg- 
lature intended the article (Art. 4) to 
apply to both gas and electric corpora- 
tions whether such corporation was or- 
ganized solely as a gas corporation, 
slely as an electric corporation, or 
even if such corporation was organ- 
ized as both a gas and electric corpora- 
tion. 

From this premise, to which there 
can be no objection the plaintiffs arrive 
at a conclusion that subdiv. 6, § 65, 
must be interpreted to prohibit a serv- 
ice charge for “electricity” supplied. 
The conclusion so arrived at is a non- 
sequitur. 

When the legislature amended § 64 
it was broadening the application of 
Art. 4 to include every corporate entity 
to which the article might apply. It 


was not broadening the application of 
every provision of the article to make 
the word “gas” a generic term to be 
interpreted as including electricity. 

When the legislature enacted Art. 4 
it could have included a subdivision 
similar to subd. 6 with the same pro- 
visions relating to electricity. It did 
not do so. When it amended § 64, if 
it intended the result that plaintiffs 
claim, it could have used language ap- 
propriate to express that intention. It 
did not do so. For this court to do 
what the legislature could easily have 
done but did not would be judicial leg- 
islation. 

The moving defendant is entitled to 
judgment on the pleadings. 

Motion granted. Settle order. 





SECURITIES AND EXCHANGE COMMISSION 


Re Columbia Gas & Electric Corporation et al. 


[File Nos. 43-272, 46-192, Release No. 2574.] 


Commissions, § 28 — Jurisdiction — Legal question. 
1. It is not within the province of the Commission to determine the merits 
of a controversy involved in a suit at law by companies making claims 
against a member of a holding company system; questions of title and 
alleged damages for conversion of natural gas should be left to the courts, 


p. 256. 


Intercorporate relations, § 19.8 — Integration proceedings — Intervention — 


Pending litigation. 


2. Companies asserting, in court proceedings, claims against a member of 
a holding company system should not be permitted to intervene in proceed- 
ings before the Securities and Exchange Commission for the purpose of 
preventing the dissolution of the member company and a transfer of its 
assets pending determination of their action at law, p. 256. 


[February 21, 1941.] 


PPLICATIONS to intervene in proceedings before Securities 
d \ and Exchange Commission; denied. 
255 
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SECURITIES AND EXCHANGE COMMISSION 


By the Commission: It appearing 
to the Commission that the above en- 
titled matter has been set down for 
hearing on April 16, 1940, at which 
time parties may be heard with respect 
thereto ; and 

It appearing to the Commission that 
applications for intervention, and an 
amendment thereto, have been filed in 
said matter by Penn-Ken Gas and Oil 
Corporation and Duke-Whitney Gas 
and Oil Corporation in which it was 
alleged, among other things, that said 
corporations claim title to certain lands 
and properties, title to which is also 
claimed by Warfield Natural Gas 
Company and that said Warfield Na- 
tural Gas Company is indebted to them 
in an action for trespass and for the 
value of gas taken and produced by 
Warfield Natural Gas Company from 
said lands and properties; that there 
is now pending an action filed by said 
Penn-Ken Gas and Oil Corporation 
against said Warfield Natural Gas 
Company, claiming damages in the 
sum of approximately $70,000,000; 
that said applicants for intervention al- 
lege that they possess or represent a 
legitimate interest which is, or may 
be, inadequately represented in this 
proceeding and that their participation 
in the proceeding would be in the pub- 
lic interest and for the protection of in- 
vestors ; and 

Public hearings have been held re- 
garding said application for leave to 
intervene after appropriate notice ; and 
the Commission having examined the 
record in this matter ; and 

{1, 2] It appearing that it is not 
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within the province of the Commission 
to determine the merits of the contro- 
versy involved in applicants’ suit at 
law and that the questions of title and 
alleged damages for the conversion of 
natural gas hereinbefore referred to 
should be left to the court in which 
the action is now pending; that ap- 
plicants have stated that their purpose 
for seeking to intervene herein is to 
prevent the dissolution of the Warfield 
Natural Gas Company and a transfer 
of its assets pending determination of 
said action at law; that the proposed 
interveners are, in effect, seeking a 
temporary injunction in aid of their 
suit ; and that denial of this application 
for leave to intervene will in no way 
prejudice or jeopardize applicants’ 
rights in the event that applicants 
should be entitled to a remedy either 
at law or in equity; and 

It further appearing that (while 
the litigation now pending before the 
United States district court in Ken- 
tucky may subsequently be found ma- 
terial in applying the standards of the 
Holding Company Act of 1935 to the 
proposed transaction, the Commission 
is fully apprised of the existence of 
such litigation and no purpose would 
be served by considering evidence in 
support of, or in opposition to, the 
merits of such litigation) : 

Now therefore it is ordered that the 
applications by Penn-Ken Gas and Oil 
Corporation and Duke-Whitney Gas 
and Oil Corporation for leave to in- 
tervene herein be, and the same hereby 
are, denied. 
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ITH the two “CLEVELANDS?” illustrated here you will save 
money on your trenching jobs from the breaking of ground to the 


. last foot of earth tamped. 
Time-tested, time-proven, compact, fast, flexible, streamlined for light 
weight—easy to move around the job, easy to move around the country, 

“CLEVELANDS” have the 


yet rugged and abundantly powered, these 
e you to get your pipe in the ground quickly, 


built-in qualities that enabl 
with least “times-out” and at lowest cost. Don’t delay—get the details— 
Write today. 


"Pioneer of the Small Trencher" 


THE CLEVELAND TRENCHER COMPANY - 
@ 


20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Commonwealth Edison Plans 
$120,000,000 Program 


HE Commonwealth Edison company con- 

templates a three year construction pro- 
gram of $120,000,000 to provide for emergency 
and normal needs, according to a recent re- 
port by Charles Y. Freeman, chairman of the 
board. About ore-third will be for additional 
electric generating capacity. 

The company had laid out a $100,000,000 
program for 1940 thru 1942, and of this $36,- 
500,000 was spent last year. Under the new 
plan, the remaining $63,500,000 has been ex- 
panded to $80,000,000 for 1941 and 1942, and 
$40,000,000 has been added for 1943. 

The expansion program, which includes a 
new topping unit of 12,500 kilowatts at the 
Aurora station in 1942, will make available 
during the three years thru 1943 a total of 
466,000 kilowatts of additional capacity. Dur- 
ing the last five years, more than 340,000 kilo- 
watts of generating capacity have been in- 
stalled or modernized, so that the whole proj- 
ect will result in about 800,000 kilowatts of 
new or modernized units. 


G-E Announces New Pneumatic 
Operating Mechanism 
P 


NEUMATIC operating mechanisms are now 
available for General Electric outdoor oil- 
blast circuit breakers. The three types, MA-11, 
MA-12 and MA-13, provide a complete line 
of mechanisms for these breakers up to 230 kv. 
These mechanisms require a low operating 
current, and their design permits fast opera- 
tion without abnormal stresses on the breaker 
—even superspeed (20 cycles) reclosing of the 
largest breakers. 
The standard compressor unit is driven by 
a small motor which may be either a-c or d-c 
operated. Pressure switches assure adequate 
operating pressures and the air supply system 
has capacity for sufficient breaker operations 
to take care of any normal operating condition. 
Additional data may be secured from the Gen- 
eral Electric Company. 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Facilities Found Ample 
To Meet Power Upsurge 


ces utilities have sufficient capacity and 
equipment on order to meet the needs of 
the home and normal commercial and arma- 
ment industries, according to B. W. Clark, 
vice president of Westinghouse Electric and 
Manufacturing Company. 

Mr. Clark spoke at the annual sales con- 
ference of the Edison Electric Institute held 
recently in Chicago. Utility executives and 
appliance manufacturers from all parts of the 
country attended the meeting. 

Mr. Clark estimated that this year’s larger 
number of homes will boost electric consump- 
tion by about 600,000,000 kilowatt hours an- 
nually. Sales of electrical appliances are ex- 
pected to include 375,000 refrigerators valued 
at $37,000,000, 65,000 electric ranges worth 
$6,500,000, and smaller equipment valued at 
$3,500,000. 

Asserting that the lack of about 1,500,000 
housing units, which he said were needed at the 
close of 1940 to satisfy normal requirements, 
had accentuated housing shortage resulting 
from the armament boom, Mr. Clark urged 
sound, long range planning to meet the im- 
mediate problem and future needs. 

About 625,000 houses of all types will be 
erected in 1941, he predicted, with about 60,000 
armanment housing family units. His study of 
housing trends showed the percentage of single 
family homes to the total steadily increasing, 
with the largest unit gains in cities and towns 
of less than 50,000 population. He forecast a 
continued upswing of housing construction 


until 1945. 


Air Cleaner Manufacturer 
Uses Novel “Tell-All” Unit 


os order to show prospective users just what 
happens inside an Aridifier air cleaner and 
to prove that back-pressure is a negligible fac- 
tor, the Logan Engineering Co., makers 0! 
this equipment, are using a standard model of 
ae device with a window set in the housing 
wall, 

By this procedure, it is possible when one ot 
these units is installed in an air line to see 
each rotor pick up speed as air is applied to 
the line. An arrow painted on the edge of each 
rotor indicates the direction of rotation and 
shows how each rotor quickly picks up speed, 

When the rotors are at operating speed, it 
is a simple matter to see each rotor from the 
bottom up discharge drops of water and oil 
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You may have just as many billing ma- 
chines as you have typewriters when you 
use the Egry Speed-Feed . . . the amazing 
device that converts any typewriter into 
a billing machine in one minute without 
change in typewriter construction or op- 
eration. Speeds up the output of typed 
forms 50% or more by eliminating all 
manual labor incident to the inserting and 
removing of carbons, making all time of 
operator productive. Uses Egry Continu- 
ous Printed Forms and Egry Speed-Feed 
Carbons, writing 300 or more sets of forms 
with a single loading of carbons, eliminat- 
ing use of costly one-time pre-inserted 
carbon forms and other wasteful types. 


Demonstrations of the speedy, economical, effi- 

cient, time-, labor- and money-saving Speed-Feed The Speed-Feed cost less than 2c per day for 
in your own office without cost or obligation. only one year. No upkeep, no replacements, noth- 
Write today for literature. Dept. F-424. ing to get out of order. Get all the facts at once. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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and flecks of dirt as they are removed from 
the air stream and deposited in the dead air 
zone. 

It is claimed that these units will remove 
all condensed moisture, oil and fine scale from 
air and gas lines and that even under 24 hour 
per day continuous operation no maintenance 
is required as rotors are balanced on grease- 
packed bearings and there are no parts to wear, 
clog or become inoperative. Units need no at- 
tention other than periodic drawing off of ac- 
cumulated water and dirt from the traps. 

Complete operating and installation details 
may be secured from the manufacturer, 4912 
Lawrence Ave., Chicago. 


Spray-on Plastic Compound 
Prevents Condensation Drip 


NEW spray-on plastic compound, called 

Insulmat No. 595, containing special- 
ly treated cork particles, which is guaranteed 
to absolutely eliminate condensation drip, has 
been developed by J. W. Mortell Company, 
Kankakee, Illinois. 

Insulmat No. 595 is self-bonding, requires 
no priming coat, adhesive or supports, and 
can be applied to any metal surface. Insul- 
mat No. 595 gives positive protection at low- 


est cost, there is no upkeep and it will last 
as long as the metal to which it is applied, 
according to the manufacturer—a well-known 
industrial paint company established in 1895. 

At Purdue University, Insulmat No. 595 
has been subjected to intensive vibration and 
other severe tests under various conditions 
and has been found to possess unusual ad- 


70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
® Repair Car Spot and Searchlights. 
® Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 











hesion, to be odorless, and to form a valuable 
protective coating to metals. 

The manufacturer has prepared an attrac- 
tive 4-page bulletin about Insulmat No. 595 
which may be obtained upon request. 


PEMCO Establishes National 
Meter Division 


pa: W. F. Rockwell of Pittsburgh 
Equitable Meter Company, Pittsburgh, Pa., 
has announced the purchase of the assets of 
the National Meter Company of Brooklyn, N, 
Y., thereby bringing together under one man- 
agement the facilities of two of the country’s 
oldest meter manufacturers. The National 
Meter plant will be operated as a division of 
the Pittsburgh Equitable Meter Company. 

The National Meter Company was founded 
in 1870 by John C. Kelley. For the past seven- 
ty-one years this company has been manufac- 
turing high class liquid meters exclusively, 
The Pittsburgh Equitable Meter Company 
was originally founded as the Pittsburgh 
Meter Company in 1887 by the late George 
Westinghouse. In addition to fluid meters, 
the Pittsburgh Equitable Meter Company 
manufactures a complete line of gas meters for 
handling natural and manufactured gas, sew- 
age gas and practically all of the gases used 
for industrial purposes. 


New Circuit Breaker for 
Industrial Service 


o meet the demand for a magne-blast cir- 
bp breaker of higher rating suitable for 
severe industrial service, General Electric has 
added a new breaker, known as the Type AM- 
10-25, to its line, according to a recent an- 
nouncement by R. M. Spurck, manager of cir- 
cuit breaker sales. The new breaker meets 
requirements for applications in steel mills, 
chemical and automotive manufacturing 
plants, and industrial manufacturing plants in 
general, as well as in central stations. It is 
rated 250,000 kva for services from 4200 to 
7500 volts, and has all the fundamental ad- 
vantages of the smaller magne-blast break- 
ers, including construction features that make 
it ideally suited for application in G-E metal- 
clad switchgear. 


K-M Grill Stoves 


NNOUNCED as “the stove that will heat the 
p  Werreoas sales,” Knapp-Monarch Company, 
St. Louis, presents the 1941 K-M Electric 
Grill Stove in five models listing from $19.50 
down to $4.95. K-M Grill Stoves are made for 
use in small apartments, utility use in the large 
home kitchen, in the laundry, the recreation 
room, and at the club or holiday cabin or cot- 
tage where power is available. 

Top of the line is Model 240-0, a two-ele- 
ment portable stove with a hinged cover and 
splash guard, the whole finished in white 
porcelain enamel with black plastic cover han- 
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sii RPP BEBE ti oss 


Interpretive Engineering by Grinnell may cut 


weeks from super-piping installation! 


If the problem of extending your 
power or process facilities fast enough 
seems insurmountable, investigate this 
engineering and prefabrication service 
that is helping other hard-pressed pro- 
ducers today! 

As soon as the requirements of your 
welded piping systems are roughed out, 
“Give the plans to Grinnell”. Through 
long experience in equipping power and 
process industries, Grinnell specialists 
have unusual ability to interpret exact- 
ing layouts into complete modern super- 


PREFABRICATION BY 


piping systems, speedily and accurately! 

Grinnell plants strategically located 
throughout the country then prefabri- 
cate the job with the most advanced 
equipment. Promptly on delivery date, 
accurate sub-assemblies bearing under- 
writers’ approval are on the job.. ready 
to hook up. 

Write for complete manual on this 
speedy service, “Grinnell Prefabricated 
Piping”. Grinnell Company, Inc., Exec- 
utive Offices, Providence, Rhode Island. 
Branch offices in principal cities. 


GRINNELL 


wuenever PIPING is invotveo 
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dle and switches. The two Dur-A-Life em- 
bedded elements, a patented K-M development, 
give any heat up to 1200 watts, with three con- 
trolled, heats on both elements, low 400, 
medium 800, high 1200. The embedded ele- 
ment, according to the manufacturer, will 
never warp, provides full surface contact with 
the cooking vessel, and cools slowly, retaining 
heat for 30 minutes of simmering. 

Electrically interlocking switches protect 
the a circuit from overloading. 1600-watt, 
A.C,, only. 


Carpenter Announces New 
Emergency Light 


HE Carpenter Mfg. Co., Cambridge, Mass., 
manufacturers of emergency lighting 
equipment, is announcing its Master-Light 
Type 1011 inside control searchlight which is 
especially suited for large industrial plants, 
railroad yards, construction projects, dams, 
locks, canals, etc. 
This unit has a range of well over a mile, 
projects a beam of 250,000 candle-power in- 
tensity. It has a diameter of approximately 


12” with a true full parabolic reflector, glare- 
proof bulb, brass and bronze construction 
throughout, all durably chromium plated. One- 
hand lever control with switch-i -in-handle pro- 
vides instant illumination and direction of 
beam anywhere in 360° and at any height. 

Only one hole for mounting this Master- 
Light is needed through the roof and no 
screws or bolts are necessary. The control 
shaft can be supplied any length to provide for 
differences in distance between the roof and 
control room and operator. 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











Ridge Tool Introduces 
New Pipe Tool 


HE Ridge Tool Co., Elyria, Ohio, has re- 
cently announced a new Ridgid pipe tool— 
a special handle 4-wheel cutter for work in 
close quarters and for increased cutting speed, 


The 4 cutting wheels of the new heavy-duty 
No. 42 provide better balance and handiing of 
the cutter under all conditions, cut more 
evenly and save time in cutting iron, steel or 
brass pipe. The frame is of malleable alloy, 
capacity 4 in. to 2 in, 


Improved Model 33 Checkwriter 
Announced by the Todd Co. 


HE new and improved Todd Checkwriter, 

a product of The Todd Company, Roches- 
ter, N. Y., works to prevent errors in the im- 
printing of amount lines on checks, according 
to Walter L. Todd, president of the company. 
Other important features mentioned in con- 
nection with the announcement of the new ma- 
chine include a device which winds ribbons 
automatically, a rubber base to prevent the 
machine from scratching user’s desks and 
“creeping” or moving while in operation, an 
improved type style to make checks easier to 
read, the use of durable plastic operating bars, 
and a new color treatment of the bars and key- 
board to relieve eyestrain during long periods 
of use. 

Designed to minimize the possibility of error 
in imprinting amount lines on checks, the most 
dramatic feature of the machine is a device 
called the “Signal Eye.” As soon as a key is 
struck, a red signal or indicator flashes into 
view to warn the operator that a key has been 
depressed, thus greatly reducing the possibility 
of imprinting incorrect amount lines. 

To save time and increase the life of the 
ribbons, the new machines are provided with 
an automatic mechanical ribbon rewinding de- 
vice. This, company engineers claim, increases 
the wearing qualities of ribbons by 30 per cent. 


Pa. Transformer Appoints Mintz 
M. Mintz & Associates, Fortieth St. and 


¢ Calumet Ave., Chicago, Illinois, have 
been appointed as sales engineering represen- 
tatives for Pennsylvania Transformer Com- 
pany, manufacturers of power and distribu- 
tion transformers, Pittsburgh, Pennsylvania. 
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IGHT now is when you appreciate 

SERVICE the most! This means, as 
Pennsylvania sees it, not merely speed in 
delivery, but a complete service, geared 
to your present-day demands! 





. The present defense program, with its 
‘ime: consequent deluge of rush orders, finds 
hes- Pennsylvania fully prepared to render the 


im- ee 

eat same thorough co-operation it has always 
any. accorded its customers. 

con- 


hex Its compact, closely knit organization is 
ns e ° ole 
ps trained and experienced, willing and eager 


and to extend the utmost in technical assistance. 
, an eyes : ae ‘ 
ia This is of supreme importance in times like 


at the present, when you cannot afford to 
Sole sacrifice efficiency for speed. 








rror Let Pennsylvania prove its fitness to solve 
most your transformer requirements, no matter 
VICE how complex the problem or how demanding 


-y 1S i 

“ i ' An instance of Pennsylvania co-operation . . . this 

into the delivery schedule! is one of nine transformers on an order for a total 

been of 90,000 kva. The customer ordered six, and, 

vility upon completion, duplicated the order for three 
a more, all being produced in record time. 


the 
with 
. de- 
-ases 
cent. 


Look for this nameplate 


It is a distinguishing mark of quality on transformers . . . not only 
an assurance of dependability but a symbol of complete service to 
transformer users! 


ntz 


and 
have e 
= | TRANSFORMER COMPANY 
‘ibu- 1701 ISLAND AVENUE, N. S., PITTSBURGH, PA, 
ania. 
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Buckeye Unitilt Bulldozer 


HE Buckeye Traction Ditcher Company, 
Findlay, Ohio, announces the development 
of new Buckeye UNITILT Cable Controlled 
Bulldozers and Trailbuilders for all makes 
and models of tractors. The name of the new 
design is derived from the patented tilting de- 
vice and the universality of the frame, which 
permits using either Buckeye Bulldozer or 
Trailbuilder moldboards on the same frame. 
Literature and specifications on the Buck- 
eye Unitilt equipment will be available on 
request from the manufacturer. 


Ideal “S-O-S” Motor Pulley 


HE Ideal Commutator Dresser Co., 1558 

Park Avenue, Sycamore, Illinois, an- 
nounces a new Variable Speed Pulley designed 
for light, inexpensive machinery. The Pulley 
mounts directly on the motor shaft and re- 
quires only standard V-belts. 


Variable Speed Pulley 


Features include short over-hang, forced 
lubrication, balanced sheave and all metal con- 
struction. Both halves of sheave move giving 
accurate belt alignment at all times. The pul- 
ley faces are curved so that the belt has full 
contact at all pitch diameters. Speed ratios 
up to 2% to 1 available. Sizes up to # H. P. 

Complete unit includes Variable Pitch Pul- 
ley and Adjustable Sliding Motor Base. By 
turning the handwheel of the base, the motor 
moves backward or forward causing an in- 
crease or decrease in belt tension. This causes 
the Pulley to open and close, changing the 
pitch diameter and the driven speeds. Speed 
changes are made while the drive is running. 


ASA Electrical Committees 
Work on Standards 


= of eleven standards during the past 
year, and active revisions going forward 
on standards under the supervision of at least 
19 other committees, were reported at the an- 
nual meeting of the Electrical Standards Com- 
mittee of the American Standards Association. 
New standards are nearly completed on rope- 
stranded conductors and on rubber-insulated, 
varnish-cloth-insulated, and paper-insulated 


cable, the committees reported. Two proposed 
new standards, one on transformers and one 
on circuit breakers, have been published and 
are out for a year’s trial. 

Two new committees on preferred voltages 
and storage batteries have been organized and 
the committee on electric welding apparatus re- 
organized during the past year. All three com- 
mittees are expected to start active work soon, 

In addition to their other activities, the elec- 
trical committees have been giving careful con- 
sideration to all tentative standards under their 
jurisdiction, and, as a result six tentative stand- 
ards on wood poles have already been recom- 
—— for advancement to American Stand- 
ard. 


San Diego Utility Reports 
Increased Business 


eo in all departments of the San Diego 
Gas and Electric Company far exceeding 
early predictions have caused periodic re- 
visions of announced plans for plant expansion 
and service improvement according to a re- 
cent report by President W. F. Raber. 

Expanded aircraft production is principally 
responsible for the company’s gains. Likewise 
the increased demands accompanying the city’s 
vast industrial growth and boom in residential 
construction have resulted in the sharpest busi- 
ness upturn in the company’s history. 


Desk File Offers Convenient 
Reference to Active Papers 


i. Bw Pendaflex Desk Data Outfit, manu- 
factured by the Oxford Filing Supply Co., 
Brooklyn, N. Y., makes available instant, one 
hand reference to desired data, rates, sched- 
ules, prices, etc. 

This desk outfit consists of a bottomless 
steel tray in which are suspended twenty-five 
angled tab folders with a supply of a hundred 
suggested headings. 

Because the folders are suspended, they can- 
not lean or sag and all headings are always on 
the same level. Folders opened for removal of 
papers remain open for their quick replace- 
ment. Thus, reference to and return of data is 
accomplished with a minimum of motion. 

Pendaflex Outfits, available in both letter 
and legal sizes, will fit in the lower deep drawer 
of modern desks. 


¥ 


Equipment Literature 


Thermometer Catalog 


In January of 1938, the Instrument Division 
of Manning, Maxwell & Moore, Inc., Bridge- 
port, Connecticut, issued a very complete 72- 
page Thermometer Catalog covering Ameri- 
can Industrial Thermometers. 

They now announce that the 1941 edition of 
this catalog and text on Industrial Thermom- 
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Facts You Can Use to Cut Distribution Costs 


ABLE OPERATION is improved wherever Transite 

Ducts are used. Made of asbestos and cement, 
ey provide a high rate of heat dissipation. This 
eans increased system capacity or lower cable- 
perating temperatures with resultant decreased in- 
lation and I?R losses and longer cable life. 


What’s more, you spend less on upkeep, for Trans- 
e¢ Ducts can’t rust, rot or burn. They effectively 
sist corrosion and do not soften, swell or blister. 
heir smooth bore stays smooth . . . makes cable re- 
oval and replacement as easy as initial installation. 
nd because Transite Ducts come in long, light 
ngths with a complete line of fittings, jobs are fin- 
hed quickly and economically. For details, write for 
ochure DS410. Johns-Manville, 22 E. 40th St., 
ew York, N. Y. 


FOR 
EFFICIENT, 
LOW-COST 





SERVICE, TRANSITE CONDUIT... For 


useunderground without 
B 4 EC / F y. o6 a concrete envelope and 
eee for exposed locations. 


High Thermal Conductivity of Johns- 
Manville Transite Ducts dissipates 
heat more quickly... either cuts 
copper losses or increases capacity. 


Because J-M Transite Ducts are 
made of asbestos and cement, less 
separation is required for effective 
heat dissipation and fire protec- 
tion between cables. 


TRANSITE KORDUCT ... For instale 
lation in concrete. Thinner walled, 
lower priced, but otherwise idene 
tical with Transite Conduit. 
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Equipment Literature (cont'd) 


eters has been revised and brought up to date 
by including recent additions to the American 
Thermometer Line. 

At the same time, in keeping with progress 
in catalog construction, they have streamlined 
their Thermometer Catalog with the new plas- 
tic binding, and other features which modern- 
ize this very interesting catalog. 

A copy of this new catalog may be secured 
from the manufacturer. 


Truck Operating Record 


The increasing tendency of more and more 
truck operators to keep complete and accurate 
records of the cost of operating their vehicles 
is reflected in the demand for a book called 
“Operating Record for Motor Trucks and 
Passenger Busses,” published by the Dodge 
Division, Chrysler Corporation, according to 
company officials. 

The book contains ruled page forms for each 
month of the year. On these pages the truck 





OPERATING 
RECORD 


for 
MOTOR TRUCKS 
AND 


PASSENGER BUSES 


€ 


COMPILED AND 
PUBLISHED BY 
DODGE DIVISION 
OF CHRYSLER CORPORATION 
DETROIT, MICHIGAN 

















operator can set down daily expenditures for 
gasoline, oil, repair and maintenance items, 
drivers’ and helpers’ wages, speedometer read- 
ings, daily mileage, hours of operation, number 
of stops, number of trips, and the average load. 

Pages for indirect costs make it easier for 
the average truck owner to compute the cost 
of taxes, license, garage, administrative ex- 
pense or overhead and insurance. Forms are 
also provided for a summary of the total ex- 
penses for the year. 

Distributed free of charge, the book can be 
obtained from any Dodge dealer or by ad- 
dressing a request to the Advertising Depart- 
ment, Dodge Division, Chrysler Corporation, 
Detroit, Michigan. 


Prestite Leaflet 


Intricate porcelain shapes for high voltage 
applications are described in a new leaflet an- 
nounced by Westinghouse Electric and Manu- 
facturing Company, East Pittsburgh. 

Dielectric and mechanical strength, heat 
shock resistance, and dimensional fidelity of 
Prestite are discussed and compared to wet 
and dry process porcelain. Applications are 
listed. Photomicrographs show texture of 
Prestite, wet and dry process porcelain. 

A copy of Descriptive Data 39-600 may be 
secured from department 7-N-20, Westing- 
house Electric and Manufacturing Company, 


New Steel Valve Catalog 


Men who are responsible for the specifica- 
tion and application of Cast Steel Valves and 
Cast Steel Fittings will be interested in catalog 
No. 332 just published by Reading-Pratt & 
Cady Division of American Chain & Cable 
Company, Inc. 

Size 11” x 84”, with concealed wire bind- 
ing so that sheets lie flat, the catalog is well 
illustrated with outside and cross section 
views, as well as views of a number of in- 
dividual valve parts. Interesting photos of the 
design, materials testing and research activi- 
ties are followed by pictures of key opera- 
tions in the manufacturing departments of the 
plant at Reading, Pennsylvania. 

The main body of the catalog is arranged 
so that each 2-page spread shows exterior and 
cut-away views, with dimensional drawings 
and complete specifications for a particular 
type of valve of a given pressure rating. 

Cast Steel Fittings are covered in a series 
of pages which show dimensional line draw- 
ings and specification tables. 

Engineering data applying to the selection 
and installation of Cast Steel Valves and Fit- 
tings are covered, in a special section. 


Manufacturers’ Notes 
New J-M Public Utility Dept. Manager 


Appointment of G. A. Barker as manager 
of Johns-Manville’s public utility and elec- 
trical products department was announced re- 
cently by L. R. Hoff, president of Johns-Man- 
ville Sales Corporation. Mr. Barker, who has 
specialized in the development and sale of 
electrical commodities, was formerly staff 
manager of the electrical department. 


Two New Cochrane Appointments 


W. C. Bennett, appliance division sales 
Manager of Cochrane Corporation, Philadel- 
phia, has announced the appointment of W. W. 
Tomes to head the Flow Meter Section. 
Mr. Tomes has been associated with the Fire- 
stone Tire & Rubber Company in flow meas- 
urement and steam distribution work and, 
more recently, in meter field engineering and 
sales work. i 

Assisting Mr. Tomes will be W. C. Morri- 
son, lately associated with the Brooklyn Union 
Gas Company as a sales engineer. 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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SANGAMO ELECTRIC COMPANY 
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One Radiant Boiler ordered in 1938 and an addi- 
tional unit ordered in 1939. Steam capacity of each 
unit 900,000 Ib, of steam per hr, at 1500 psi, 
































Four B&W High-Head Boilers having a total ca- 
pacity of 1,500,000 Ib. steam per hr. comprise an 
installation of two units made in 1937 and a dupli- 
cation made in 1940, 
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The repeat orders placed within the past few 
years for a total of 18 Babcock & Wilcox Open- 
Pass, Radiant, and High-Head Boilers are an 
important indication that the increase of cen- 
tral-station steam capacity by the installation 
of these duplicate units was economically 


sound. 


These boilers are duplicates of designs that 
have been created within the last decade and 
have already proved their fundamental sound- 
ness. Thus, the purchasers of these types obtain 
the most modern equipment as well as the 
benefits accruing from the duplication of types 


that have proved satisfactory. 


THE BABCOCK & WILCOX COMPANY, 85 Liberty Street, New York, N. Y. 


















































Two Open — units of this design were recently 

I t two placed in service in 
1937, Each ea generates 350,000 Ib. of steam per 
hr. at 775. psi. 




































































Two Open-Pass Boilers were ordered in June 1940 
and the order for two duplicate units was placed in 
September 1940. Each unit is to have a steam ca- 
pacity of 450,000 Ib. per hr. at 1500 psi. 
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How to handle all kinds of 


A PRACTICAL, HOW-TO-DO-IT HANDBOOK 
Covers the complete contents of the latest National Electrical 
Code, with many definitions, illustrations, methods, data and 
explanations to show what the Code means and how it applies to 


commercial buildings high-voltage equipment 
homes signal systems 


ps vg motor installation 


hazardous locations services 
theatres grounding : 2 
emergency lighting design of installations 


Based on the 1940 Code, Abbott's 
National Electrical Code Handbook 


brings you: 


—definitions of Code terms —85 useful tables 
—138 wiring and connecting 
diagrams 





—types of approved wiring 


—requirements pertaining to 
standard materials and ap- 
paratus, and methods of 
installing them 


—general requirements 
applying to all wiring 
systems 


—automatic overload pro- 
tection, general re 
quirements and spe- 
cific applications 

—simplified application 
of Code data pertain- 
ing to motor installa- 
tions 


—280 illustrations and 
schematic diagrams 
of apparatus and in- 


Os casa 


Key to the Code 


A few minutes’ attention to the 
Key to the Code Requirements in 
front of this book will give the 
reader a better idea of the scope 
and contents of the code than 
eould be obtained by two hours’ 
study of the code itself. 








wiring and 
installation jobs 


in strict accordance with 
THE 1940 NATIONAL 
ELECTRICAL CODE 


H=™ is the electrical contractor's job 
: book almost completely re-written 
in accordance with the new 1940 Code 
requirements and planned to enable elec. 
tricians to understand the new rulings of 
the National Electrical Code and to do 
work in accordance with the Code 
An instantaneous aid 

In Abbott’s Handbook you can find all 
the rules affecting any question in an in. 





diagrams and_illustra- 
tions to make them 
easier for you to under- 
stand quickly. 

All rules for a job 
grouped in one place 
Once you have looked 
up a rule in the Hand- 
book you may rest as- 
sured that you will not 
find later that there was 
another rule to be con- 
sidered and that the job 
will have to be done 
over. With this Hand- 
book to help you, you 
cannot miss a_ single 
rule and you cannot fail 
to understand all of the 
rules. It reduces a maze 
of scattered rules toa 
logical and understand- 
able svstem. 


Just Out! Arthur L. Abbott's 


NATIONAL ELECTRICAL 


CODE HANDBOOK 


595 pages, 5 x 7%, semi-flexible, 418 illustrations. $3.00 





; of apparatus have been used freely wherever the text cat 
A time and money saver be more clearly explained in this manner. 


All in all, the Handbook is one of the most unusual and 
helpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical 


All the tables of data 


angle of getting jobs done according to legal requirements. which must be referred to frequently by users of the 
It saves delay in starting jobs, it saves time and money code have been placed together in the last chapter of the 
in avoiding false starts, errors and violations. At the ook in order to make these data most convenient {0 
same time it contains so much clearly presented informa- quick reference. 


tion that it will pay to use it for general reference on 





many questions of materials, plans, wiring and installation. soa 


Long, involved rules made plain 


Wherever a ruling lacks clarity, it is carefully reviewed 
and its practical application is explained. The more in- 
volved Code paragraphs have been divided into short and 
simple rules and others are restated in simple language. 


Order direct from 


PUBLIC UTILITIES FORTNIGHTLY 


1038 Munsey Bldg., Washington, D. © 





Diagrams, sketches and illustrations of commercial types 











, Clutch, transmission, 
Tear axle and brakes . , . all quality-built 
for long life . -- that’s a truck for you! 


This is why many companies, including 
California Flowerland, Los Angeles, are 
Standardizing on Dodge Job-Rated trucks, 


Dodge trucks can do a grea 
too—with high gas mileage, low oil con- 
sumption and low mMmaintena 


lokér = 2.L00KAT = S.THEN LOOK AT 


Pri low-Priced = nonce av.tend 


- @y 


See your Dodge dealer for a g00d deal 
on the low-priced, high-quality Dodge 
Job-Rated truck that fits your job. 


PRICED WITH THE LOWEST 
Chassis ..! 500% Pick-Ups (6307 
Chassis 595" Panels ve 730 wp 


(WITH CAB) 


Stakes - 7402 


END ON DODGE 
"fob Raed TRUCKS 


x 

Peb-Raled MEANS: A TRUE. 

=o 
THAT FITS YOUR JO 
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@ Whatever the demands of the gas in- 
dustry may be, Connelly is equipped to 
meet them. With our new laboratory for 


scientific testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, Reg- 
ulators, Back Pressure Valves and other equipment for gas 
purification and control, Connelly is at your service, ready for 


any emergency. 


Under the able management of Mr. A. L. Smyly, pioneer in 
gas purification and pressure regulation, this organization 
has continued its leadership in the field, and the fact that 
Connelly products are standard in hundreds of the leading 
gas plants of the country is indicative of the service rendered. 


CONNELL 


IRON SPONGE & 
GOVERNOR CO. 


CHICACO, ILL. — ELIZABETH, N. J. 
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Public Utilities ‘Fortnightly 





7 review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


§ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{ The only magazine furnishing current 


and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


§ A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D. C. 


nities 
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® No. 4 
of a Series 


XPERIENCED OPERATORS agree that 
whether | or 40 years old, Trident Meters 
emerge from the repair shop literally better ‘i 
than when new, capable of passing the TRIDENT 
strictest repaired meter tests, and ready for INTERCHANGEABILITY 
many more years of hard service. In other 
words, they never need to be retired! 


means 
Economy in Inventory 
a — Interchangeability is what does it Efficiency in Maintenance 
. . « for every new and improved Trident st ti 
Meter part is made to fit perfectly into aa 2 ign 
every standard Trident Meter, no matter cast. Reti : 
how old! When you buy Tridents, you get cape ua 
a fountain of youth in meter performance 
. a service to keep your meters young. 





Utmost in Revenue 








NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, DALLAS, KANSAS CITY, 
LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Lid., 345 Sorauren Avenue, Toronto, Canada. 
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200,000 Products Grandpa Never Had 


F OUL SMELLS and commotions— 
that, to most of us, is a good summary 
of the mystic fields of Chemistry and 
Physics. Their lingo — phenol, butyl 
alcohol, trinitrotoluol, isopropyl spir- 
its—is something to use in cross-word 
puzzles. 


We let the practitioners of the mod- 
ern Black Arts cheerfully alone, know- 
ing in due time that it will all make 
sense. The day invariably comes when 
we get a new radio tube, a new medi- 
cine, clothing of glass, hats made of 
milk, cold light, air-conditioned rooms 
—all the every day products which to 
grandfather would have been 200,000 
miracles.* 

The only tragedy is that we take so much 
for granted. We are all quite sure that 
our grandchildren will see 200,000 more 
miracles. 

But that’s not necessarily true. These mir- 


acles of the past and those of the future come 
from a happy combination of “foul smells 


and commotions” with a peculiarly Ameri- 
can miracle—the American Free Enterprise 
System. 


The miracles of America don’t come’ from 
the marble halls of the District of Columbia. 
They happen in the brains and spirits of free 
men working together. 


When you hear men say we need more 
laws, more restrictions, more dictocracy, you 
are listening to men who have lost faith in 
America. They will stop the miracles to 
come, as their way of thinking would have 
stopped the 200,000 grandpa never saw. 


So listen instead to those who want Amer- 
ica to go ahead. Business is for more things 
for more people. So What Helps Business 
Helps Us All. 


*Write for “The Case for Industrial Chemistry” 
enclosing 10 cents to cover costs. 


This message is published by 


NATION'S BUSINESS 


It is the 46th of a series contributed toward a 
better understanding of the American system 
of free enterprise. If you’d like to express 
your views on the American Way why not 
write to your Congressman or Senator? 
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COST YOU LESS IF THEY HAVE 
THESE KINNEAR ADVANTAGES 


Check these money-saving door features. They 
make it easy to see why Kinnear Rolling Doors 
are so widely used in utility companies and in- 
dustrial firms. And Kinnear also offers you an 
important extra feature—a complete nationwide 
door service. Kinnear door specialists are al- 
ways ready to assist you, your architect, or 
your construction engineers—without cost or 
obligation—in obtaining the most efficient door 
atrangement for your specific requirements. 
1 Trained Kinnear erection crews are available 





to insure proper installation and foolproof 
operation. In every way, you can rely on 
these famous interlocking steel-slat doors. 
There’s a Kinnear representative near you. 
Send for the new Kinnear Catalog today. 


se The Kinnear Mfg. Company, 2060-80 Fields 
Ave., iiainatics Ohio. 
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Look up in this new book: 


@ factors influencing adequacy of rates 
methods for determining rate base 
how to provide for depreciation 
and expenses 

income to which utility is entitled 
value of service 

trend in prices 

public policy 

necessity for surplus 

test period for determining rates 
regulation 

electric rates 

gas rates 

water rates 

telephone rates 

street railway rates 

service by the particular utilities 


See these 28 chapters: 


Section | Valuation 


The Rate Base 
Ascertainment of the Rate Base 


Auxiliary Expense Items 
Special Tangible Items 
Intangible Items of Value 

Section 11 Depreciation 
Nature and Kinds of Depreciation 
Necessity of Providing for Depreciation 
Depreciation Fund or Retirement Re- 


serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 

Section Ill Expenses 

General Consideration Regarding 

Expenses 
Operating Expenses 

Section IV Return 

Gross Revenue 
Factors Affecting Reasonableness of 

Return 
Reasonableness of Return as a Whole 

Section V Discrimination 
Discrimination in Rates 
Discrimination in Service 
Section VI Rates 

Regulation of Rates 
Elements Underlying Rate Determina- 


tion 

Electric Rates 

Rates for Other Utilities 
Section Vil Service 

General Rules for Service 

Extensions of Service 

Sandooment ef patos 
po ulpme 

Service by Particular Utilities 


Let this new book help you solve 


a 


present-day problems of 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES 





J 





Here is a timely, important book which compre- 
hensively covers the field of public utility rate de- 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man- 
ager rather than from that of the lawyer or economist. 


Elements of 


UTILITY RATE DETERMINATION 
By John M. Bryant 


Professor of Electrical Engineering, Univ. of Minnesota 


and Raymond R. Herrmann 
Rate Engineer, Northern State Power Co. 


464 pages, 6x9, $4.50 


Ft ILLED with usable, factual information, this book thor- 
oughly discusses the factors, methods and problems in- 
volved in evaluating public utility property and service for the 
purpose of rate-making. In it the authors give the reasons for 
regulation of utility rates, describe the methods used to ac- 
complish such regulation, and outline the practical limitations 
involved. 

In clear, practical terms, it brings you the essentials of valv- 
ation, depreciation, expense, return, etc., as factors in the 
establishment of proper rates for the various utility services. 


Based on Tested Methods 
—not Theories 





For illustrative mate- 
rial and definitions the 
authors have used nuv- 
merous citations from 
background and key 
cases decided by com- 
missions and _ courts, 
andin no instance is any 
material offered which 
has not been actually 
: ie tried and found work- 
by JOHN, M [Man Seana a able. 
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PUBLIC UTILITIES FORTNIGHTLY, 
MUNSEY BLDG. WASHINGTON, D. C. 
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RILEY STEAM GENERATING UNIT 


Riley Boiler Unit Installed by 
A Large Florida Public Utility 


300,000 Pounds of Steam per. hr. 
900 Ibs. Steam Pressure 
908°F Steam Temperature 


87.7% Efficiency—Oil Fired 


Riley Boiler, Superheater, Steam 

Temperature Control, Economizer, 

Water Walls, Steel Clad Insulated 
Setting. 








RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO  8T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
_PULVER RIZERS - BURNEES - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 











eee, 





DAY & ZIMMERMANN, INC. 
ENGI N EERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








oesrox FOLD, Bacon « Davis, nc. xar= cases 


A 
CONSTRUCTION i APPRAISALS 
OPERATING COSTS Engineers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS ° EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK ¢ CHICAGO e PITTSBURGH ° SAN FRANCISCO « LOS ANGELES 








BARKER & WHEELER, Engineers 
11 Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Bettermente— 
Appraisals, Rates—Office Systems 


Twenty Years Special Hzperience in Develop of 
Original Costs, Restoration of Capital ‘Acsountee "Install, 
tion of Perpetual Property-Record Systems, and Special 
— of Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutnH Micuican AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of cen- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wit 


rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation. Financial. and Other Investigations 














ROBERT E. FOLEY 


Erectiog Engineer 
Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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*American Appraisal Company, The. 
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Babcock & Wilcox Co., The 

Barber Gas Burner Company, The . 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Co. .................. 
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Carpenter Manufacturing Comy 

Carter, Earl L., Consulting Engineer 

Cheney, E, J. and Co., Engineers 

Chevrolet Motor Division of General Motors 
Sales Corp. 
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Crescent Insulated Wire & Cable Co., Inc. 














D 





Davey Tree Expert Company. 
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Pennsylvania Transformer Company 
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Railway & Industrial Engineering Company .... 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 

Robertshaw Ther tat C 
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Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Engineers 

Silex Company, The 

Sloan & Cook, Consulting Engineers .... 
Sprague Meter Company, The aoe 
Stone & Webster Engineering Corporation ...... Re 2 
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Vulcan Soot Blower Corp. 





w 
Westinghouse Electric & Mfg. Co. .... 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer ... 
56 





























NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE" 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 
Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 

. spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense, Cities 








Service’s industrial oils 


have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANY 
Boston, St. Paul, Grand Forks, Kansas City, 
Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY —Shreveport, Little Rock, Jackson, 
Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 


Chicago, New York, Cedar Rapids, 
Fort Worth, Oklahoma City, Milwaukee, 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Without PUBLIC TRANSIT Principles .. 


Skyscrapers Would 


HE busy gentleman holding back the 

crowd is a new type of traffic cop; he’s 
a lobby cop in this unique skyscraper that 
allows only one passenger at a time in 
its elevators. Unusual, isn’t it? But this is 
just our way of showing.that a skyscraper 
would need a squadron’ of lobby cops if it 
discarded public-transit principles in mov- 
ing its population. In elevators, one at a 
time is ridiculous; it just wouldn’t be 
considered. 


Yet, in effect, one at a time is often the 
situation. on, our streets—and traffic con- 
gestion is the inevitable result. The nation- 
wide average for the number of people 
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Need Traffic Cops 


riding in each private automobile is only 
1.75. Even our fanciful skyscraper’s eleva 
tor with its operator and its single passengei 
carries more than this. 


Given really modern transit facilities, how 
ever, many auto riders become public 
transit riders, a fact demonstrated by the 
permanent increases in patronage thatr 
sult when really modern ‘transit vehicle 
are available to the public. 


Public transit is the most efficient user 0j 
street space. Modern transit vehicles changg 
slow traffic into flow traffic—a remedy fo 
traffic congestion that pays its own waj: 
General Electric, Schenectady, N. Y. 
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